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796 Before the Federal Communication^ 

Commission 
(Telegraph Division) 
Washington, D. C. 

January 18, 1936. 


Dockets Nos. 3336 3337 3338 


In the Matter of 

Petition of Mackay Radio & Telegraph Company, Inc., 
New York, N. Y. j 

Application for modification of license: Request to add 
Oslo, Norway, as a point of communication. 

The above-entitled matter came on for further hearing 
before the Telegraph Division of the Commission, in Room 
7121, Interstate Commerce Commission Building, at 10 
o’clock a. m. 

PRESENT: Commissioners Irvin Stewart (Chairman) 
and George Henry Payne. j 

APPEARANCES : As heretofore noted. 


Proceedings. 

The Chairman: Mr. Wozencraft, will you resume? 

John Goldhammer resumed the witness staid and testi¬ 


fied further as follows: 


Cross Examination (Continued) 

By Mr. Wozencraft: 

Q. Mr. Goldhammer, would it be technically possible to 
extend one of your numerous transatlantic cables 
797 from London to Oslo and other Scandinavian coun¬ 
tries, as it has been extended to France and Holland 
and Belgium? A. Technically, yes. 

Q. What is the generally recognized meaning' of the rout¬ 
ing “Via Cial” in Europe? A. The route “Via Cial” is 
recognized as the route for the Commercial Cable Company. 

Q. It making the penalty payment on Danish traffic, has 
Mackay deducted as an operating expense, the amount paid 
to the Great Northern, and is it shown as an Operating ex- 
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pense in the returns made to the Communications Commis¬ 
sion! A. I don’t know that, Mr. Wozencraft, but I don’t 
think so. 

Q. Has the Penalty payment to the Great Northern at 
any time been made by Commercial Cable ? A. I believe it 
has, yes. 

Q. How is it shown in the reports to the Communications 
Commission! A. That I don’t know; I can not answer that. 

Q. If Mackay circuits were established to Sweden and 

Poland, and if Mackay Radio should be made the normal 

route for the International System business between the 

* 

United States and those countries, a penalty payment on 
Mackay business to those countries would have to be made 
to the Great Northern would it not, on a portion of the busi¬ 
ness! A. I think that would depend largely on the business 
that the Great Northern Telegraph Company is turning 
over to the Commercial Cable Company at the present time. 

Q. The contracts would be applicable to the 
798 Mackay business from the United States to those 
foreign countries, would it not! A. Yes. 

Q. Wliat percentage of Commercial Cable business from 
the United States to Norway is now specially routed via 
Commercial bv the American sender? A. All the business 
that is filed at Postal Telegraph offices throughout the 
United States, I should sav none of it is actuallv routed bv 
the sender, but a large part of the business or 1 should say a 
substantial part of the business is filed directly with the 
Commercial Cable Company either over private wires, tele¬ 
phones, and so forth, and it is assumed that messages so 
filed by the senders are supposed to go via the Commercial 
Cable Company. 

Q. But they are not of course specially routed, are 
thev? Thev are simply filed with the Commercial Cable 
Companv? A. Thev are filed with the Commercial Cable 
Company. 

Q. The messages filed with the Postal are not routed at 
all! A. I should think not; not the bulk of it, at any rate. 
There may be some senders who specifically want their mes¬ 
sages sent via cable. There are cases of that kind, and in 
that case they would route them not necessarilv via North- 
ern, but bv cable. 

Q. Some of the Postal Company users want their mes- 
ages routed via R. C. A. and designate R. C. A. when the 
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i 

message is filed, do they not? A. I doq’t know that, 

799 but I imagine if they do, you would get them. 

Q. We do. What expense, operating pr otherwise, 
would Commercial Cable save if the International System 
business from the United States to Norway and from Nor¬ 
way to the United States is handled via Mackav instead of 

•/ j ** 

via Commercial? A. I would not say a very substantial 
expense. We would probably save the expense of our 
agents in Norway, which would be more or less nominal. 

Q. No expense on this end by the transmission and recep¬ 
tion of messages to and from Norway by Mackav instead of 
Commercial Cable? No saving to Commercial Cable? A. 
No, sir. 

Q. On the basis of the figures as given in the response of 
Mackav and Commercial Cable to the Commission question¬ 
naire, how much loss in revenue to the International System 
would be the result of the establishment of jthe proposed 
Mackav Circuit to Norway and its designation as the nor¬ 
mal route for International System traffic? Al. We figured 
out the basis on our existing traffic which of course we would 
hope to increase and on the basis of the proposed contract 
with Norway, there would be a gain to the Mackay System. 

Q. The response of the Commercial Cable Company 
shows that it would lose revenues amounting to $18,291.84, 
does it not ? A. That is assuming that we would lose all of 
the present Norwegian traffic. 

Q. Assuming that? A. Yes, sir. 

800 Q. And that if all of the traffic was trahsmitted over 
the proposed Mackay Norway route, Mackay Radio 

would receive $15,826.63? A. My impression ijs that it was 
even more than that. Based on estimated figures that we 
compiled for the years 1919 until 1935 in accordance with the 
request of the Commission, our estimated revjenues, and I 
say “estimated” because we do not keep in pur accounts 
separate figures for any particular country, but we took the 
traffic from and to Norway for those years and estimated the 
revenues, and that estimate shows that for both eastward 
and westward traffic there would be a total revenue accru¬ 
ing to the Commercial Cable Company of about $19,000. 

Q. Is that the Commercial Cable Company or Mackay 
Radio? A. That is the Commercial Cable Company. 

Q. That there would be revenue accruing to the Commer¬ 
cial Cable Company, how much? A. About $19,000. 

! 

i 

j 

i 
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Q. Your total as given to the Commission in response to 
the questionnaire is $18,291.84. A. That was for ten months. 
That was for the ten months of 1935. 

Q. Right. And from that of course—well, the $15 item 
does not make any difference; let it go. 

Now, for the ten months period, Mackay would receive 
less than $16,000 on that traffic, would it not? A. I don’t 
know. I have not seen the Mackay figures. 

Q. Will you supply yourself please with a copy of 

801 the Mackay response? A. It is about $15,800. 

Q. That is about that in round figures? A. Yes, sir. 

Q. That is more than $2,000 less than the amount re¬ 
ceived by Commercial Cable, isn’t it? A. I think that that 
is probably due to the fact that in making this return by 
Mackay Radio, they deducted the equivalent of 4 cents a 
word in the first zone of the United States which they pay 
to one of our system companies, the Postal Telegraph Com¬ 
pany. 

Q. Was that deducted in the Commercial figures? A. 
No, sir. 

Q. You think that that perhaps may explain some of the 
discrepancy? A. I think that explains some of the discrep¬ 
ancy; probably the whole of it. 

Q. Of course, Mackay would handle not only the same 
amount eastward from the United States to Norway, but a 
substantially increased amount of traffic from Norway to 
the United States under the terms of the contract, would it 
not? A. Yes, sir, we hope so. 

Q. And that increased traffic under the terms of the con¬ 
tract is taken into account in the Mackay figure of $15,800, 
in round figures? A. Yes, I assume so. 

Mr. Kern: I ask that vou read the answer there includ- 
ing the first paragraph on page 3. 

Mr. Wozencraft: I am talking now about the traf- 

802 fic now handled by the Commercial Cable Company 
and not taking into consideration any possible in¬ 
crease, to which we will get later. 

Bv Mr. Wozencraft: 

•/ 

Q. On the basis of the traffic now handled by the Commer¬ 
cial Cable Company from the United States to Norway and 
on the basis of the traffic which under the contract would 
be handled from Norway to the United States, the revenue 
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of Mackay as shown in the response would be ii> the neigh¬ 
borhood of $15,800, would it not? A. That i^ what this 
statement savs. 

V I 

Mr. Kern: What statement are you referring to? 

The Witness: The Mackay Radio return. i 
Mr. Kern: Which letter or table or page? 

The Witness: Table 21 of the traffic from and to Norway 
if handled by Mackay Radio. 

Mr. Kern: That is the table? J 

The Witness: Yes. | 

Mr. Wozencraft: Table 21 and 22. It is a computation 

of the two. 

Mr. Kern: Not the letter? j 

The Witness: No. 

I 

By Mr. Wozencraft: 

Q. Table 21 shows that the revenue to Mackay on han¬ 
dling from the United States to Norwav the bhsiness now 
handled by the Commercial Cable from the Upited States 
to Norway, would be $2,695.81. That is right, isn’t it. 
A. I presume this is based on the assumption that the 
traffic which is now handled via the Commercial 
803 Cable Company would go via Mackay Radio. 

Q. Quite so. Guaranteed by the contract of the 
Mackay Radio to the Mackay Radio Norway circuit, is it 
not ? J 

Mr. Kern: I do not like to bring in the conclusion of the 
witness as to what the contract means. We hhve it in the 
record. 

Mr. Wozencraft: All right. 

Bv Mr. Wozencraft: 

•/ 

Q. On that assumption, you have stated then that is the 
amount which would be received by Mackay jfor handling 
the traffic from the United States to Norway, which is now 
handled by the Commercial Cable Company. I'hat is right, 
isn’t it? A. That is what the statement says, yes, sir. 

Q. Under the contract, in accordance with tljie statements 
in the Mackay response, Mackay would handle from Nor¬ 
wav to the United States twice the volume of; traffic which 
* 

Commercial Cable Company is now handling from Norway 
to the United States, would it not ? A. I should say it would 
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be more than twice the traffic which the Commercial Cable 
Company is handling to the United States. 

Q. The estimate is as filed by Mackav, based on the 
theory that the traffic guaranteed to Mackav by the pro¬ 
posed* contract would be double the volume now handled by 
the Commercial Cable Company from Norway to the United 
States, is it not? Look at your figures, Mr. Goldhammer. 
That is not a debatable matter. A. The figures that I see 
before me simply show a certain number of words. I don’t 
know whether this number of words is double the number of 
words handled by the Commercial Cable Company 
or not. 

Q. All right. If you will refer again to your Corn- 

804 mereial Cable response, the last folded sheet next to 
the bottom line, next to the last column on the right, 

you will find the total words westbound from Norway to 
be 73,343; is that correct? A. Yes, sir. 

Q. Now, returning to your Mackav chart, the last folded 
sheet, TI and 2, you will find the total words handled from 
Norwav to the United States bv Mackav would be 146,686. 
That is correct, isn’t it? A. That is correct. 

Q. And 146,686 which it is proposed that Mackav would 
handle is twice as much as 73,343 that it is stated Commer¬ 
cial has carried, is that right? A. That is right, yes. 

0. And the revenue which would accrue to Mackav from 
handling twice the volume of business from Norway to the 
United States which Commercial now handles as shown on 
the chart attached to the Mackav response would be $13,- 
130.82, would it not? A. That is what this statement says, 
ves, sir. 

Q. And $2,695.81 which would be received by Mackav 
for handling the business now handled by Commercial from 
the United States to Norway, and the $13,130.82 which 
would be received bv Mackav for handling double the vol- 
ume from Norway to the United States which Commercial 
Cable now handles, makes the total of $15,952.53, does it 
not? A. That is what this statement says. 

Q. And that would be more than $2,000 less than 

805 the receipt or the revenue to Commercial Cable from 
the United States to Norway and Norway to the 

United States traffic at the present. That is right, isn’t it? 
A. That is what the statement says. 
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Q. The statement is sworn to, isn’t it? A. I don’t know 
whether it is or not. But I cannot quite recopcile the idea 
that you mention, that Mackav radio would only get twice 
the amount of traffic which the Commercial Cable Company 
now gets from Norway, with the provisions pf the agree¬ 
ment that we require Norway to return three messages for 
each four messages in the eastward direction. On that 
assumption, I have made some rough calculations myself— 

Q. (Interrupting) Just a second before you get into 
your rough calculation. May I correct the record first to 
say that I have not assumed that Mackay would get any 
amount of traffic coming from Norway. I have simply 
taken the figures filed by the applicants and jts associated 
company, Commercial Cable, and have analyzed those fig¬ 
ures. 

Mr. Kern: Just a moment before you go afiead. That is 
what the statement says, of course, it is not alj of the state¬ 
ment. It is that table that you are referring to. 

Mr. Wozencraft: That table. j 

Mr. Kern: There is another provision in the letter itself 
which has not vet been referred to. 

* l 

Mr. Wozencraft: Not yet. We have got lots of time. 

By Mr. Wozencraft: 

806 Q. Now, Mr. Goldhammer, this $2!000 plus de¬ 
crease in revenue is decrease in gross revenue, isn’t 
it? A. I assume so, ves, sir. 

Q. It does not include the $3,600 operating expense to 
Mackav Radio which vou heard Mr. Stone testifv would 
result from the inauguration by Mackay of! the Norway 
circuit, does it? A. No. 

7 j 

Q. It does not include the penalty payment which must 
be made to the Great Northern, does it? A. K T o, sir. 

Q. On the volume of traffic dealt with in these tables, 
will you please add together the loss in gros$ revenue, the 
operating expense addition of Mackay, and tfie amount of 
penalty payments to Great Northern for handling a por¬ 
tion of this business, and give me the total figures repre¬ 
sented bv those three items. 

* 

Mr. Kern: We can furnish that for the record, but if 
counsel wants to, let him give the figures subject to correc¬ 
tion. I do not think the witness should be j compelled to 

i 
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make a calculation here unless you want to take time out 
for him to do it. 

Mr. Wozencraft: I don’t see why he cannot make that 
simple calculation. "We are at the very kernel of the busi¬ 
ness situation, and I ask that the witness make the calcu¬ 
lation now and put it in the record. It is only the addition 
of three tiling's. 

The Chairman: Can vou make the calculation now? 

* 

The Witness: I do not see how I can make a com- 
807 putation of what we are going to pay out to the 
Great Northern Telegraph Company by way of com¬ 
pensation that you refer to, because the figures you show 
here are of various categories of traffic, and that would 
have to be taken and equated into full paid words in order 
to come to any kind of an estimate of what the total out 
payments would be. 

Q. I would like you if you will please, to take the number 
of words transmitted by Commercial Cable from the United 
States to Norway during the first 10 months of 1935 and 
make the calculation as to the amount which someone in 
the International System will have to pay to Great North¬ 
ern under the contract with Great Northern if those words 
from the United States to Norway should be sent over the 
Mackay Kadio instead of Commercial Cable. 

The Chairman: Is it possible for you to do that, Mr. 
Goldhammer, on the basis of the information you have 
right here? 

The Witness: I cannot do it immediately. I think that 
is information that would have to be furnished later on. 

The Chairman: That is, there is a variable in there de¬ 
pendent upon the categories of traffic? 

The Witness: Yes. And I do not think that our testi¬ 
mony so far has admitted that we would have to pay any¬ 
thing to the Great Northern Telegraph Company upon our 
Norwegian traffic. There is a provision which I read as 
a part of my statement yesterday that the companies may 
arrange with each other to only send or exchange 
SOS traffic with each other if one receives traffic or if the 
traffic from one company is received by the other; 
in other words, if the Great Northern Telegraph Company 
does not give us any traffic, from Norway, I do not know 
that there is any fixed obligation in our contract that re- 
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quires us to pay them any traffic or send therp any traffic 
to Norway or compensate them for the traffic! to Norway. 

Q. Isn’t it a fact that you have stated that there has been 
compensation to the Great Northern on tlie Denmark 
Mackav circuit ? A. That is true, ves, because we get traffic 
from Denmark. 

Q. Haven’t vou testified that the same situation would 
apply to Norway? A. I said that we would probably wish 
to compensate the Great Northern Telegraph Company for 
traffic that might be diverted via Mackav Radio. 

Q. And Poland and Sweden? A. Yes, Poland and 
Sweden; that is true. 

Q. The contract requires it, does it not? ! It is not a 
voluntary payment. You say you wish to compensate the 
Great Northern. You are not doing it just out of affection 
for them, are vou, on the Denmark circuit? A. No. So far 
as the contract is concerned, I feel that we are under obli¬ 
gation to compensate them or either return 5Q per cent of 
the total traffic because we get, or did get prior to the 
Mackav Radio circuit, a very substantial part of the Dan¬ 
ish traffic picked up by the Great Northern Telegraph Com¬ 
pany for the United States. 

809 Q. You said that the same situation [would apply 
to these other countries, Norway, Sweden and Po¬ 
land? A. That is so on Poland and Sweden where they 
collect traffic. 

Mr. Wozencraft: I think we are entitled toi have in this 
record the fact as to the penalty payment which would be 
made by the International System or some member of it 
as a result of the establishment of the Mackav circuit to 

I %> 

Norway, in addition to the diminished revenue to the In¬ 
ternational System, and the increased operating expense 
of the Mackav. 

%7 

Mr. Kern: We will be very glad to make a calculation 
and submit that to the best of our ability, bujt there are a 
lot of variable factors, and all I ask is that we can bring 

i ^ 

it in on Tuesday when we come in after we have had a 
chance to make the calculation. 

The Chairman: The Chair thinks Mr. Kerri’s request is 
reasonable, in view of the presence of the variables. 

Mr. Kern: In making that statement, I do riot accept the 
term “penalty payment”, and I do not accept some of the 
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make a calculation here unless you want to take time out 
for him to do it. 

Mr. Wozencraft: I don’t see why he cannot make that 
simple calculation. We are at the very kernel of the busi¬ 
ness situation, and I ask that the witness make the calcu¬ 
lation now and put it in the record. It is only the addition 
of three things. 

The Chairman: Can you make the calculation now? 

The Witness: i do not see how I can make a com- 
807 putation of what we are going to pay out to the 
Great Northern Telegraph Company by way of com¬ 
pensation that you refer to, because the figures you show 
here are of various categories of traffic, and that would 
have to be taken and equated into full paid words in order 

to come to anv kind of an estimate of what the total out 

* 

payments would be. 

Q. I would like you if you will please, to take the number 
of words transmitted by Commercial Cable from the United 
States to Norway during the first 10 months of 1935 and 
make the calculation as to the amount which someone in 
(he International System will have to pay to Great North¬ 
ern under the contract with Great Northern if those words 
from the United States to Norway should be sent over the 
Mackay Radio instead of Commercial Cable. 

The Chairman: Is it possible for you to do that, Mr. 
Goldhammer, on the basis of the information you have 
right here? 

The Witness: I cannot do it immediately. I think that 
is information that would have to be furnished later on. 

The Chairman: That is, there is a variable in there de¬ 
pendent upon the categories of traffic? 

The Witness: Yes. And I do not think that our testi¬ 
mony so far has admitted that we would have to pay any¬ 
thing to the Great Northern Telegraph Company upon our 
Norwegian traffic. There is a provision which I read as 
a part of my statement yesterday that the companies may 
arrange with each other to only send or exchange 
808 traffic with each other if one receives traffic or if the 
traffic from one company is received by the other; 
in other words, if the Great Northern Telegraph Company 
does not give us any traffic from Norway, I do not know 
that there is any fixed obligation in our contract that re- 
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quires us to pay them any traffic or send them any traffic 
to Norway or compensate them for the traffic to Norway. 

Q. Isn’t it a fact that you have stated that there has been 
compensation to the Great Northern on the Denmark 
Mackay circuit? A. That is true, ves, because \ve get traffic 
from Denmark. 

Q. Haven’t you testified that the same situation would 
apply to Norway? A. I said that we would probably wish 
to compensate the Great Northern Telegraph (Company for 
traffic that might be diverted via Mackav Radio. 

Q. And Poland and Sweden? A. Yes, Poland and 
Sweden; that is true. 

Q. The contract requires it, : does it not? It is not a 
voluntary payment. You say you wish to cohipensate the 
Great Northern. You are not doing it just out of affection 
for them, are you, on the Denmark circuit? A.! No. So far 
as the contract is concerned, I feel that we arte under obli¬ 
gation to compensate them or either return 50 per cent of 
the total traffic because we get, or did get Iprior to the 
Mackay Radio circuit, a very substantial parf of the Dan¬ 
ish traffic picked up by the Great Northern Telegraph Com¬ 
pany for the United States. 

809 Q. You said that the same situation would apply 
to these other countries, Norway, Swejden and Po¬ 
land? A. That is so on Poland and Swederi where they 
collect traffic. 

Air. Wozencraft: I think we are entitled to) have in this 
record the fact as to the penalty payment which would be 
made by the International System or some ijnember of it 
as a result of the establishment of the Mackav circuit to 
Norway, in addition to the diminished revenue to the In¬ 
ternational System, and the increased operating expense 
of the Mackay. 

Mr. Kern: We will be very glad to make a calculation 
and submit that to the best of our ability, but there are a 
lot of variable factors, and all I ask is that we can bring 
it in on Tuesday when we come in after wte have had a 
chance to make the calculation. 

The Chairman: The Chair thinks Mr. Kerb’s request is 
reasonable, in view of the presence of the variables. 

Mr. Kern: In making that statement, I do hot accept the 
term “penalty payment”, and I do not accept some of the 
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implications as to the traffic to Poland and Sweden unless 
and until traffic is diverted to those points. We will make 
a calculation on the facts as far as the facts are relevant or 
are in question and are facts. 

Mr. Kimball: I think vou will find that Mr. Goldliammer 

%/ 

referred to those payments as penalty payments. 

The Chairman: We will let the record speak for itself 
on the point. 

810 By Mr. Wozencraft: 

Q. Are any officers or directors of the Commercial Cable 
Company paid by any member of the International Tele¬ 
phone and Telegraph family outside of the Commercial, 
Mackay Radio of Delaware and California, and the Postal 
land lines? A. The International, you say? 

Q. The I. T. and T. direct or any subsidiaries of it ex¬ 
cept those named. 

Mr. Kern: May I clarify it a little there? Do you mean 
are any officers of the Commercial paid by the I. T. and T. 
or subsidiaries of the Mackay Companies? 

Mr. Wozencraft: Yes. 

The Witness: The only one that I know of is Mr. Phelan, 
who has been operating vice president of the Commercial 
Cable Company, and I would like to explain that a little. 
When we joined the International family and moved our 
operating, the Commercial Cable Company operating de¬ 
partment, down to 67 Broad Street where the All-Amer¬ 
ica’s operating department had already been established, 
it was felt that it would be better to have one controlling 
official to supervise the operations of the combined facili¬ 
ties of the Commercial Cable and All-America Cables, and 
Mr. Phelan was put into that position. His salary con¬ 
tinues to be paid by the All-America, acting as operating 
vice president for them, for the All-America and the Com¬ 
mercial Cable. 

811 I was made Commercial Vice-President of the two 
companies. My entire salary is paid by the Com¬ 
mercial Cable Company, although I also act as Commercial 
Vice-President, at least I have been—I don’t know whether 
I am still acting or not—as Commercial Vice-President of 
the All-America Cables. 
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That is the situation. And that is the only official that 
I know of that is paid by any other company except the 
Commercial Cable Company. 

Q. I think everybody connected with this respondent 
would feel that any company would be fortunate to have 
either you or Mr. Phelan associated with it. I am after, 
however, the connection between the officers aiid directors 
and other members of the I. T. & T. group. Now, is Mr. 
Chinlund’s salary paid entirely by the Maekay Companies, 
the Massachusetts Trust? A. No, Mr. Chinlund I believe 
is paid by the International; I don’t know. There may be 
some division of his salary, but if there is I don’t know 
anything about it. 

Q. Mr. Deegan? A. Mr. Deegan is paid, $o far as I 
know, by the Maekay Companies. 

Q. Mr. Kern? A. I really don’t know. 

Mr. Kern: I will supply the information as tp my salary. 
Up to the present time it has been paid by the I. T. & T. 
I don’t know if I get a salary at all now. My salary, since 
the trustees have taken charge, is to be paid by the oper¬ 
ating subsidiaries of the Postal Corporation or by the trus¬ 
tees. How it may be, I don’t exactly knpw. Part of 
812 it may be dependent upon the court. 

Bv Mr. Wozencraft: 

mt 

Q. Mr. Ordway? A. I frankly did not eveh know Mr. 
Ordway was an official of the Commercial Cable Company. 

Q. Do you know about these other gentlemeri, Mr. Lind- 
strom, Mr. Buchanan, Mr. Flynn, Mr. McPherson? A. They 
are all assistant comptrollers, I believe, of the Commercial 
Cable Company and occupy similar positions in the other 
associated companies. 

Q. What do you mean by “associated companies”? A. 
I mean the All-America, and I presume the Maekay Radio. 
I don’t know. I don’t know whether they are peting in the 
same capacity for that company. 

Q. The All-America is not a subsidiary of the Maekay 
Companies? A. No. 

Q. Or of the Postal Telegraph & Cable Company, is it? 
A. No, sir. 

Q. Mr. Goldhammer, there are very few men in the world 
who have had more experience as cable company officials 
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• 

than you have had. On the basis of your experience, I 
want to ask you whether or not you think that in the event 
a Mackav direct circuit to Sweden should be established, 
that circuit should be designated as the normal route be¬ 
tween the United States and Sweden for international svs- 

tem traffic? A. I most decidedlv do. 

* 

Q. Poland? A. Poland, too, yes. 

813 Q. Russia? A. Well, I should say Russia too, yes. 
Q. Holland? A. Holland perhaps, yes. 

Q. Belgium? A. The same answer with regard to Bel¬ 
gium. 

Q. Switzerland? A. Yes. 

Q. Austria? I believe there is a circuit— A. (Inter¬ 
rupting) We have already treated Austria as our normal 
route. 

Q. And Hungary? A. And Hungary, too. 

Q. Spain ? A. If we could get a direct radio circuit with 
Spain, yes. 

Q. Portugal? A. Yes. 

Q. Italy? A. For Italy, the situation is difficult. We 
have a contract with the Italian Cable Company which owns 
the Italian Radio Company that runs for the balance of a 
50-year contract. It has got probably 45 years to run, and 
under that contract we are obligated, the Commercial Cable 
and its land line system, is obligated to send all of the traf¬ 
fic that thev collect in the United States via Italo Cable. 
* 

The rates are divided on a 50-50 basis. 

If Italo Cable felt that their radio svstem would 

w 

814 be the better way to handle traffic to and from Italy 
than the present method of sending it via the Azores, 

my answer would be ves, that the Italo Radio route should 
br> the normal route for Italy, because it would not only be 
a direct service service, but it would save the combined 
companies certain out-payments for transit rates both at 
the Azores and in Spain. 

Q. If a direct Mackav Circuit to Italy should be estab¬ 
lished and designated as the normal route for Interna¬ 
tional System traffic, would there have to be any indemnity 
payments to the Italo Cable? A. No, I would not think so. 

Q. That leaves only England, France and Germany, 
doesn’t it? A. Yes. 
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Q. If a direct Mackay Radio Circuit shouljl be estab¬ 
lished to Germany, do you think that should bq designated 
as the normal route for International System business? A. 
We are under contract, Mr. Wozencraft, with tljie Germany 
Cable Company for a period of 25 years to serjd all of the 
traffic that is picked up in the United States fqr Germany 
via the German Cable. 

Q. Forget your contract. Suppose it did npt exist. If 
there were no contracts, would you feel that a direct 
Mackay radio circuit to Germany should be designated as 
the normal route for International System business? A. I 
am not prepared to give you an answer on a hypothetical 
question like that as to what we might do if certain 

815 things might happen or might exist. 1| am telling 
you what our present situation is, and \^e are under 
contract obligation to send our traffic, all of the traf¬ 
fic we collect in the United States, via the German cable, 
and anything that we might do with respect to Germany 
would have to be with the approval of the Germany Cable 
Company. 

Q. Of course, the German Cable Company equally is un¬ 
der contract to send to you all the business ijt gets from 
Germany, is it not? A. It is under contract tojsend all the 
traffic it collects either via the Western Union Company or 
the Commercial Cable Company. j 

Q. Routed traffic? A. Routed traffic and unrouted traf¬ 
fic, yes, sir. ! 

Q. All right. Take France. If a direct Mackay radio 
circuit should be established to France, do yoji think that 
that circuit should be designated as the normal route for 
International System traffic? A. Not immediately, no. 

Q. How soon? A. I don’t know. That is again a hypo¬ 
thetical question. Those questions would ha^e to be an¬ 
swered at the time they came up for decision. 

Q. How about England? A. In England, ipy answer is 
that at the present time it should certainly not be consid¬ 
ered the normal route. 

Q. What proportion of the Commercial Cable revenue 
comes from traffic originating in the United States for En¬ 
gland, France and Germany, and originating in England, 
France and Germany for the United States? Just 

816 in round figures. A. I can not give you the rev- 
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enues, but in the eastward direction—you said Great 
Britain, France and Germany? 

Q. Yes. 

SIS The Witness: The total percentage of our east- 
bound traffic with Great Britain and Germany is 72. 
Westward 78. 

By Mr. Wozencraft: 


Q. 72 east and 78 west? A. Yes, sir. That is the Com¬ 
mercial Cable Company. 

Q. With those three countries left to Commercial Cable, 
would the revenue be sufficient to enable the Commercial 
Cable to continue to operate at a profit, taking into 
819 consideration possible economies and other factors? 

A. I think yes; the answer is yes. Of course, if you 
base that question on our existing volume of traffic, we 
probably could not conduct operations without some deficit, 
but we all know that we have run into a depressed business 
condition for several years. Since last August, our traffic, 
and I assume your traffic, has shown material improve¬ 
ment, and I hope it will continue to show improvement, and 
with improved traffic conditions, I believe that the volume 
of traffic that we could get to and from Great Britain, 
France and Germany would be ample to cover our operat¬ 
ing expenses and show some profit. 

Q. Would that be true if Mackay Radio should establish 
circuits to those three countries and compete with Com¬ 
mercial Cable for business in those three countries? A. 
That would depend on conditions under which Mackay Ra¬ 
dio would compete. 

Q. Does Commercial Cable Company compete now with 
the Mackay Radio Company for international telegraph 
traffic? A. I should say so, yes. 

Q. Do they have competing solicitors canvassing for busi¬ 
ness in the United States? A. Yes, sir. 

Q. Do they now have competing solicitors in the United 
States canvassing for business to Norway? A. Yes. What 


I mean by that is this, that the Mackay Radio have com¬ 
peting solicitors, and of course if they can get traffic for 
Norway, they probably try and do it, but Mr. Stone has 
shown to you in his testimony that there is very little 


820 business filed with Mackay Radio for Norway. 
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Q. If the direct Mackay circuit is established to 
Norway, and that circuit is recognized as the normal route 
for the International Svstem traffic, will Commercial Cable 
solicitors in the United States continue to solibit for busi¬ 
ness to Norway? A. If they find customers! prefer the 
cable service, as a great many do, we would try naturally 
to get them to use the Commercial Cable Company instead 
of other cable routes. 

Q. Is it the purpose of Commercial, if the Mackay cir¬ 
cuit to Norway is established, to continue to solicit in the 
United States for business with Norway? A. Only such 
customers who express a preference for the c^ble route. 

Q. Of the type of general solicitation that ;now exists? 
A. I should think that the general solicitation would under 
those conditions be confined to trying to get traffic via 
Mackay Radio. 

Q. Then one competitor would drop out of the field? A. 
Not at all. We would use our combined efforts to get all 
of the traffic we could for the Mackay route a$ well as the 
cable route. 

Q. At the present time, Mackay is doing its best to get 
business to Norway, and the Commercial Cable is doing 
its best to get business to Norway? A. I would not say 
that Mackay Radio is doing its best to get business for 
Norway. They are doing their best to get their business 
for the countries that they serve direct^’, and in the 
821 course of these canvassing efforts they Will also try 
to get the few messages that they might be able to 
obtain via Mackay Radio for this circuitous route via 
Copenhagen. 

Q. Does the Commercial Cable Company novr solicit busi¬ 
ness in the United States for Denmark ? A. Only as I said 
with respect to Norway, although we still get quite a sub¬ 
stantial volume of business from Denmark vig cable. 

Q. Do you solicit for Denmark? A. Yes; Aye solicit for 
Denmark. 

Q. By cable? A. By cable. For those customers who 
express a preference for the cable. 

Q. But not a general solicitation? A. The general solici¬ 
tation both by the cable and Mackay Radio solicitation is 

for the Mackav Radio route. 

*/ 

I 

i 

i 


i 
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Q. In Europe, in what countries are there traffic solici¬ 
tors of the Commercial Cable Company competing with 
traffic solicitors for business to the United States? A. The 
Commercial Cable Company has cable solicitors in prac¬ 
tically all of the important countries in Europe. When 
Mackav established this direct radio circuit to Austria and 
Hungary, the cable solicitors of the Commercial Cable 
Company became solicitors for the Mackav Radio because 
that of course was to be the normal route of communica¬ 
tion from those countries to the United States for our sys¬ 
tem companies, and they also do try to get cable traffic from 
those users who prefer the cable service. 

Q. Is there any country in Europe now where 
822 there are competing solicitors of the Mackav Radio 
and Commercial Cable seeking to get business for 
their respective companies? A. No, sir. 

Q. Does that include commission agents? A. Yes. Most 
of our agents are commission agents. 

Q. Are the salaries of these canvassers in countries 
where Mackay Radio has established direct circuits, trans¬ 
ferred to Mackay Radio? A. Yes. I wanted to make it 
clear that there are very few that are getting any salaries. 
They are working purely on a commission basis, and 
Mackay Radio pays the commissions on traffic in countries 
where the Mackay Radio is the normal route. 

Q. In other words, the compensation comes as a com¬ 
mission out of the tolls that the customer pays? A. Well, 
it is a commission paid by the company. 

Q. Oh a percentage basis out of the tolls? A. Not on a 
percentage basis. No in most cases it is not on a percent¬ 
age basis. They are paid a straight commission per mes¬ 
sage. 

Q. What foreign administration or company has solici¬ 
tors in the United States trying to get business? A. I don’t 
know of any. 

Q. Has the traffic revenue of Commercial Cable been re¬ 
duced by Mackay competition? A. Well, I presume it 
would naturally be reduced by diversion of traffic to Mackay 
Radio in places like Austria and Hungary and Denmark 
where Mackay Radio route is the normal route. 

Q. Can you give us an estimate? A. I have not 
the vaguest idea, no, sir. 


823 
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Q. Do you know how much the revenue of Commercial 
Cable from the United States to points abroad has been 
reduced by the voluntary diversion of traffic to Mackay 
Radio circuits? A. No, sir, I don’t know ho^v much the 
Commercial Cable Company’s revenue has been reduced, 
but I believe the System revenues have been increased by 
reason of the increased volume of business that We get from 
those countries, and possibly to those countries, not only 
with regard to the Mackay Radio receipts or the Commer¬ 
cial Cable receipts; but in all of this discussion, |l think that 
you are overlooking the important factor in connection with 
the Mackay System, and that is that for any additional vol¬ 
ume of business that we might get from Emfope and to 
Europe by reason of the Mackay Radio circuit, our land 
line revenues are also increased. 

Q. Increase of land line revenue is small as compared 
to the cable revenue, isn’t it? A. It all depends on where 
the message originates or terminates. I should say that 
on a message going to the Pacific Coast, for example, and 
there is a substantial volume of business to and from the 
Pacific Coast, the rate accruing to our land line$ is in many 
respects higher than what is left for the transatlantic haul 
of either the cable company or Mackay Radio. 

Q. You say in many instances? A. I don’t think 
824 I said in many instances, did I? I said ^vith respect 
to traffic to and from the Pacific Coast, and there is 
a substantial amount of business to and from the Pacific 
Coast. That of course grades down as you come down to 
the terminal points in New York or the Atlantic Coast. 

Q. What percentage of the Commercial Calple business 
to and from Norway comes from the Pacific Cjoast? A. I 
haven’t any idea; I don’t know. 

Q. Not a very large percentage, is it, Mr. G^ldhammer? 
A. Well, I would not say that. I think that the fjacific Coast 
supplies quite a substantial volume of our transoceanic 
business. 

Q. Would you be good enough to give to us fin Tuesday, 
the figures as to the percentages of Commercial Cable traf¬ 
fic to and from Norway which comes from the Pacific Coast? 
A. Of course I did not confine my remark to the Pacific 
Coast alone. I only wanted to make the poiht that our 
Pacific Coast traffic revenues accruing to the Mackay Sys- 
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tem was almost as much and in some cases greater than the 
revenue accruing to the transatlantic services. 

You have traffic coming from other points in the interior 
of the United States. I think for example—I am speaking 
from memory—but whereas on traffic, to and from Great 
Britain, for example, I should say that about 70 per cent 
of the traffic originates or terminates in New York, but I 
do not think that that holds true with regard to Norway. 

Q. Mr. Winterbottom’s estimate is that between 
S25 75 and 80 per cent of the total United States traffic 

for Europe originates in the first zone. Will you 
disagree with that estimate? A. My estimate was for the 
total traffic, about 70 per cent. Mr. Winterbottom may be 
nearer correct. 

Q. I said the first zone, and not New York City. A. The 
first zone, yes. 

Q. Will you still stick to the 70 per cent for the first 
zone? A. I say our experience has been about 70 per cent. 

Q. New York City or first zone? A. From New York 
City first zone, yes. You asked me to furnish certain in¬ 
formation by Tuesday. We will try to do the best we can. 

Q. I think your answer clears that up, and I withdraw 
the request. Your statement as to the general figures so 
closely accords with our own that there seems to be no justi¬ 
fication for bothering you further with it. A. That is the 
general overall traffic; that is not Norwegian traffic. I think 
that there is a substantial amount of Norwegian traffic orig¬ 
inating on the Pacific Coast. 

Q. Then if convenient, suppose you do prepare the in¬ 
formation. A. We will try to do the best we can to have 
that on Tuesday, but our traffic accountant here advises me 
that it is a big job to dig that information out of our rec¬ 
ords. 

826 Q. May I put it this way then? We will dig out 
of our records our figures on it. You will know that 
we are doing that. If you want to dig the figures out of 
vour records, O. K., and if not, disregard my request. A. 
O. K. 

0. Does Commercial Cable Company feel that it is giv¬ 
ing as good service to Norway from the United States at 
this time as the R. C. A. is giving? As rapid service? A. 
Well, we think that we are giving a pretty good service, 


i 
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but we are not considering a Mackay Radiol circuit only 
from the standpoint of service, as has already been testified 
here. The question of a direct circuit is a vefv good talk¬ 
ing point for solicitors. It sounds good even if in reality 
it does not mean very much. 

Then we have got the picture on the other side, of the 
Norwegian Administration doing everything that it can to 
support its radio circuits as against the cables. They have 
no interest in the cable service except a very small terminal 
charge that they get. And whether our service was as 
good as the R. C. A. service, I am sure that we qould not get 
any more business than we are getting now. ; 

Q. You advertise pretty good service to Norway, don’t 
you? A. Well, we do a lot of advertising, like yourselves. 
I know about that. 

Q. We think our service is the best there is. A. I am 
sure you do, but of course when our man goes out to try 
to get Norwegian traffic, he does not admit it.! 

Q. He does not admit it? A. No, he certainly does not. 

Q. But you do think that you will be |able to give 
827 your customers better service by a direct Mackay 

Radio circuit than vou could not over the Commer- 

* 

cial Cable, is that right? A. That is an embartassing ques¬ 
tion to ask a cable man. 

Q. Well, I would like— ! 

A. (Interrupting) We say we can go out and make just 
as good a talking point about the Mackay Radio Circuit 
as you do about the R. C. A. Circuit, which we have not got 
when we are talking cables. 

Q. And a better one than you can make on cables, is that 
right? A. A better talking point, yes, sir. 

Q. How old are the cables operated by Commercial 
Cables? A. Some are very ancient. 

Q. When were the first two of them laid? A. The first 
two were laid in 1884. 

Q. And when was the last one laid? A. I want to make a 
correction, by the way. I said in yesterdayfs testimony 
that it was my impression that that cable was laid in 1926. 
The cable, as I was informed when I got back to the hotel 
last night, was laid in 1923. 

Q. In 1923? A. 1923, yes, sir. 



494 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 


Q. Thank you for the correction. Are the cables which 
you are Operating, still in good condition? A. I hope so, but 
I am not able to give vou anv direct testimonv on 

828 that. 

Q. It is a fact that they are now operated at speeds 
considerably greater than when they were first put in ser¬ 
vice, or the later ones? A. Oh, yes, but it cost us a lot of 
money to do that. 

Q. But they are now operated more rapidly than they 
were formerly ? A. Yes, sir. 

Q. And you have no reason to believe, do you, that their 
life expectancy is short? A. Are you talking about the old 
ones or the newer ones? 

Q. I am talking about all of them. Take the older ones or 
the newer ones; either way. A. Well, the question of the life 
of a cable has often been discussed, and as long as you are 
prepared to keep it in repair, you can keep it going for an 
indefinite period. But the time may come as it has in some 
cases, where the cost of repairs to a cable are so great that 
it is probably better to abandon it, especially if you have 
got a radio circuit to take its place, and that is one of the 
reasons why we look into the future, and also added radio 
as a palrt of our complete communication service. 

Q. According to the annual report of the Commer- 

829 cial Cable Company to the Federal Communications 
Commission for the year ended December 31st, 1934, 

the figure given on page 204 indicates that the value of plant 
and equipment at the end of the year of the Commercial 
Cable Company was something over $31,000,000; that 
against that a reserve has been set up for depreciation, of 
something over $22,000,000, leaving a net book value of a 
little less than $9,000,000. Will you confirm or correct those 
figures? Look at that copy of the report (indicating). 
Page 204 is the investment. A. That is down in the sum- 
marv ? 

Q. Yes. The reserve for depreciation on page 234, line 
31. A. Yes. 

Q. The difference between the investment and the depre¬ 
ciation reserve leaves, according to our calculation, 
$8,800,000 plus. Do you confirm those figures? A. I as¬ 
sume that is so. I have not computed it myself. 
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Q. On page 304, line 10, you show depreciation for the 
year of $29,000. A. Yes, sir. i 

Q. How long would it take $8,800,000 worth of cable to 
depreciate completely at the rate of $29,000 a! year? A. I 
could not give you an answer as to why the present depre¬ 
ciation has been fixed at $29,000 per annum dxcept that it 
was probably felt that the depreciation that had already 
been put on our books over a period previous to this, 

830 previous years, was ample to take care of the entire 
depreciation of our properties up to dape. 

Q. At that rate of depreciation, it would tahe about 300 
years. A. At $28,000? 

Q. At $28,000, on the basis of the present value of $8,800,- 
000. A. I don’t know. 

Q. It is simply a division. That is about right, isn’t it? 
A. I don’t know whether it is or not. As a matter of fact, 
I want to make it clear that I don’t know anything about 
these kind of figures, and I have nothing to do with the 
setting up of our depreciation reserve or anything like that. 

Mr. Kimball: Your rate man made the computation of the 
division for you, did he not? 

Mr. Kern: I think they want to know whether a certain 
figure divided by a certain figure gives a certain result, and 
if you will just give the division of a figure by a figure with¬ 
out giving any implication from it, you might! assume that 
their answer was correct as an example in division. 

The Chairman: While Mr. Goldhammer is looking that 
up, the Chair may say that the idiosyncrasies of deprecia¬ 
tion intrigue the Commission very much, and its curiosity 
has not been satisfied, and it does not anticipate that it will 
be satisfied in this hearing. 

The Witness: 300 years, as I understand, based on 

831 your computation, is correct. 

Mr. Wozencraft: I think the Chair’s furiosity will 
be satisfied on depreciation before very long. Whether in 
this hearing or not, I do not know. 

By Mr. Wozencraft: 

Q. If you do have so good a service to Norway, what is 
the public interest in your having a radio circuit as well as a 
cable circuit? The public interest. A. The public interest is, 
I take it, primarily in having a competitive radio service, 
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just as they have a competitive cable service. The Western 

Union and the Commercial Cable Company compete with 

each other for cable service to Norwav. When a customer 

* 

is dissatisfied for some reason or other with either the Com¬ 
mercial or Western Union service, he switches his busi¬ 
ness from one to the other. If he happens to be dissatisfied 
for some reason or other with the radio service and he wants 
direct radio service to Norwav or in the reverse direction, 
if he is dissatisfied with service from Norway via R. C. A., 
and there is only one radio service, he has got to use it; and 
therefore my feeling is that from the standpoint of public 
service, it is just as important to provide a competitive 
radio service as it is to provide a competitive cable service. 

Q. He could use such a radio via Denmark, couldn’t he? 
A. You don’t suppose that the Norwegian Government 
would allow the public in Norway to use the radio service 
via Copenhagen without making every effort to get the 
sender to use the direct service on which the Norwegian 
Government get such a large portion of the toll as 
832 compared with via Copenhagen? 

Q. The public interest that this Commission was 
organized to protect is the American public interest and not 
the Norwegian public interest. The American business 
man, if lie does not like R. C. A. radio service, can use the 
Mackay service via Denmark, can’t he? A. He can, but he 
does not get the direct service that you people advertise. 

Q. What is the interest of the public in having the I. T. & 
T. competing with itself through two different means of 
communication? 

Mr. Kern: Are you confining that to I. T. & T., or do you 
want to take the Mackav S3’stem? Because these three 
companies, Postal and Commercial and Mackay radio are 
all within that. Are vou referring to the I. T. & T. or the 
Mackay system? 

Mr. Wozencraft: I don’t think it makes the slightest dif¬ 


ference. The same thing. 

The Witness: I think the public interest is in getting the 
service that they want. If they can get to the Postal Tele¬ 
graph office and get a service either by cables or by radio, 
whichever may be considered the best service, that they 
have an interest in filing messages by the Postal Telegraph 
Company as a competitive service to the R. C. A. 
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Q. If any Postal user now wants a direct radio telegraph 
service to Norway, he can get it by filing with a Postal 
office and routing his message via R. C. A. ? A. Yes, 

833 he has got to. 

Q. But he can get it that way? A. He can. He not 
only can but he has got to use the R. C. A. 

Q. Then you think that there may be peopU who do not 
like the R. C. A. service, who do not like the cable service, 
who do not like the indirect Mackay radio service via Den¬ 
mark, for whose benefit a direct Mackay service to Norway 
should be established? A. I think that the Mackay system 
ought to be put in the position of offering a competitive 
radio service for Norway for those people who [want a direct 
radio service in competition with the only existing service 
that there is. 

By Mr. Wozencraft: 

O. Whv do vou think vour organization should have both 
cable and radio service to Norway, having regard to the 
policy of the United States as stated in the Federal Radio 
Act of 1927 and the Communications Act of 1934? 

Mr. Kern: That involves a conclusion of law. I do not 
know what the effect of bringing in that particular provi¬ 
sion and asking the witness what the conclusion of law 
would be from it is. The similar question, almost identical, 
was raised in the point to point hearings and in the trans¬ 
oceanic hearings before, and we got into a gr^at discussion 
as to just what was law and what was something else, and 
some confusion prevailed. I have not any objection to the 
witness answering any question that hap anything to 

834 do with it, but I do not think that anything that in¬ 
volves the interpretation of law should^ be asked of 

the witness. 

The Chairman: I will have the question rea<j. 

i 

(The question was repeated.) 

The Chairman: Mr. Wozencraft, the Communications Act 
is rather a broad act. Do you have reference to what the 
Chair understands to be a rather general interpretation 
on the part of all counsel that there probably qould not be a 
combining of radio eomx>anies and telegraph companies 
operating in the foreign field at the present time ? 
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Mr. Wozencraft: Just exactly. 

The Chairman: Without committing yourself, Mr. Gold- 
hammer, as to whether or not the Chair has correctly stated 
the position of the attorneys, whether the attorneys are 
correct if that is their position, will you answer the ques¬ 
tion ? 

The Witness: I thought, Mr. Wozencraft, that we had 
already testified here several times as to what our reasons 
were for getting into the radio field. We want to first of all 
be in a position to offer radio as a part of our communica¬ 
tion services. Secondly, we spent a great deal of money 
over a period of years to get into the radio business for the 
purpose of protecting ourself against a situation that we 
are faced with at the present time in countries where the 
R. C. A. is the only radio service operating in conjunction 
with the governments, getting the support of the govern¬ 
ments for the use of the radio service, and not only the sup- 
poi’t, but the pressure by the governments on the 
835 public to support the radio services versus the cables. 

And if we were not allowed to establish a radio 
service to protect ourselves against that position and to 
establish a competitive service with the R. C. A. over a 
period of years we would find ourselves in a far worse posi¬ 
tion than the one you have been trying to prove here we 
might find ourselves in if a part of our traffic was diverted 
via radio routes instead of our cable routes. 

The Chairman: We shall recess for ten minutes. 

(A short recess, after which the hearing resumed.) 

The Chairman: Mr. Wozencraft, will you resume? 

Cross Examination (Continued) 

Bv Mr. Wozencraft: 

Q. You have stated why it was to Mackay’s interest. 
Now, won’t you please give the answer to the question as 
to why in view of the Radio Act of 1927 and the Communi- 
cations Act of 1934, in line with the policy there expressed, 
it is to the public interest for your organization to have 
both cable and radio service with Norway? A. I thought 
that I had covered that also, Mr. Wozencraft, when I ex¬ 
plained to you that it would be in the public interest to have 
a competitive direct radio service with the countries now 
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served exclusively bv K. C. A., and mv recollection, although 
I have not got the Act before me, is that thebe is a provi¬ 
sion in the Act that combinations of cables and radio are 
not considered against the public interest if they do not 
lessen competition. 

The combination of Mackav radio and Commercial 

%• 

836 Cable certainly does not lessen competition but adds 
another means of competitive service to the services 

that we have already offered the public. 

Q. It lessens competition in the United Sthtes for busi¬ 
ness to Norway between Mackav and Commiercial Cable, 
does it not? A. No, sir. 

Q. It does not? A. No. 

Q. You have stated, haven't you, that botih companies 
now have canvassers soliciting business to Norway, and 
that after the establishment of the direct Mackav circuit, 
if it is established, the only solicitation of business from 
the public will be from those who have definitely stated a 
preference for cable, isn’t that true? A. That probably 
is true, but it does not lessen competition becajuse the cable 
service is still available for anyone that prefers to use it to 
the radio. 

Q. At what number of competitors do you think it is in 
the public interest that we stop? Do you think it ought to 
be two or three or four or half a dozen? A. I don’t know. 
That is a difficult question for me to answer. Ij suppose just 
as many as the public would want to use. 

Q. Would your company support or oppose the applica¬ 
tion of a third radio telegraph company for a direct circuit 
to Norway if this application is granted? A. Well, I think 
I might base my answer on our past policy. We have 

837 never opposed, so far as my knowledge goes, any 
competition. 

Q. Mackav opposed rather vigorously the; Globe Wire¬ 
less competition, didn’t it? A. That I believe was a little 
different. We did not oppose Globe Wireles$ competition 
as such, but we opposed the kind of competitiojn, as you did. 

Q. Oh, yes, we did. We are opposing yours,; too. A. Yes. 
The kind of competition offered by Globe Wireless. 

Q. Do you think it to the public jinterest that 

838 American companies shall solicit in foreign countries 
for the patronage of foreigners, telegraph business 
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to the United States? A. Do you mean foreign companies? 

Q. I am talking about foreign customers at the moment. 
A. Frankly, I don’t understand your question. 

The Chairman: Read the question. 

(The question was read by the Reporter.) 

The Witness: For the patronage of foreigners? 

By Mr. Wozencraft: 

Q. First, for the patronage, individuals and commercial 
companies. A. If I understand your question correctly, 
you want to know whether T believe that the representatives 
of American Cable Companies, or American communication 
companies, should canvass in foreign countries for their 
communication services ? 

Q. That is the first question. Do you think it is to Ameri¬ 
can public interest for American communication companies 
to carry their competition to the telegraph customer in 
Europe, and soliciting his business? A. Most decidedly. 

Q. Do you think it is to the American public interest for 
American communications companies to compete with each 
other for the favor of foreign administrations or companies 
who control telegraph business abroad? A. If that 
839 is necessarv, ves. 

Q. Do you think it to American public interest for 
American communications companies to enter a bidding 
contest for the business of foreign telegraph administra¬ 
tions which have a monopoly in their countries? A. Under 
our present competitive system, I certainly feel that more 
than one American system of communications should be 
encouraged and permitted to establish competitive service 
to anv countrv in the world. 

The Chairman: Will you repeat the question? I do not 
' ■ - 1 ' he answered it specifically. 

(The question was read by the Reporter.) 

The Witness: If necessarv, I should sav ves. 

By Mr. Wozencraft: 

Q. What do you mean bv “if necessary”? A. I mean 
if it is necessary for a company to get into a country where 
another company has already established itself—I don’t 
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know just what you mean by bidding, but we imay have to 
make certain kinds of offers to be permitted tb establish a 
service in competition with an existing service. 

Q. And those offers would have to be more attractive to 
the foreign administration or company than | the existing 
arrangement which that foreign administration or company 
has with its present correspondents. A. Not ajt all. 

Q. Not at all? A. No, that is not so with regard to 
Norway, for example. 

840 Q. Did not the offer of Mackay carry financial pro¬ 
fit to Norway? A. Yes, only in respect to our agree¬ 
ment to send our eastbound traffic to Norway. 

Q. Doesn’t that destroy the Western Unjon’s income 
also? A. I don’t know whether it does or not. I presume 
the Western Union Company will still try to get all the busi¬ 
ness they have been able to get in competition with R. C. A. 
They handle business for both the Western Uipon Company 
and the R. C. A. 

Q. There isn’t any doubt in your mind—A. (ilnterposing) 
I don’t think their position is going to be changed in'any 
respect. 

Q. It is a fact, and it is known to you, is it not, that the 

Western Union is competing with R. C. A. fo|r business to 

Norwav all the time. A. I assume it is so. I don’t know 
* 

it is a fact, but I assume so. 

Q. If two American companies are working with one 
foreign administration or company, do you think it will 
ever be possible to believe that the Americans will not make 
offers which they hope will be attractive to the foreign ad¬ 
ministration or company in an effort to get in increasing 
proportion of the business? A. That has of course been the 
idea underlying the various proposals for a consolidation of 
American communication interests in the United States, 
to enable them to meet the foreign situation with a 

841 united front, but until, if ever, the consolidation of 
American communications companies is permitted, 

we have got to be free to get into European fields on the 
best basis possible, and any arrangement that may be made 
with foreign administrations will of course always be sub¬ 
ject to the approval of this Commission. 

The Chairman: I am afraid you are stating a legal con¬ 
clusion. It may be a layman’s conclusion. 
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Bv Mr. Wozencraft: 

Q. This Commission lias recommended to the Congress, 
has it not, proposed legislation to bring about just the end 
which you have already stated exists. A. Perhaps you mis¬ 
understood the last part of my statement. I mean that any 
arrangements that we may enter into with foreign adminis¬ 
trations here as an individual company would be subject to 
the approval of this Commission. I hope I am stating that 
correctly, Mr. Chairman. 

Mr. Wozencraft: I will leave that to the Chairman and 
the Applicant. 

Bv Mr. Wozencraft: 

Q. Mr. Groldhammer, do you believe in the consolidation 
or merger, if permitted by legislation? A. I certainly do. 

Q. Isn’t it a fact that the reason you believe in it is be¬ 
cause of the effect on American public interest of ruthless 
competition between American companies abroad for 
842 the favor of foreign administrations and companies? 

A. There is no doubt that that is a very important 
reason. 

Q. And that ruthless competition must, by the very nature 

of things, exist, must it not, where there are two directly 

competing American companies seeking the favor of a 

foreign administration or company and each seeking a 

larger share of the business? A. There is no doubt that that 

opportunity for ruthless competition does exist under 

present conditions, but 1 don’t know just what you would 

consider ruthless competition. If the Radio Corporation 

has established an exclusive connection with anv country 

* * 

in Europe, and the Commercial Cable Company business, 
as a result of that exclusive Radio connection has been 
vitally affected, and the Commercial Cable Company, 
through an associated radio company, wanted to protect 
itself against any further loss of business to and from that 
country by establishing a connection with that country 
through its own radio service, I would hardly call it ruthless 
competition if the proposal, or the proposed terms under 
which we agreed with that foreign country to exchange 
traffic were nor more favorable to that foreign country than 
the terms of the Radio Corporation. 
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You might consider it ruthless competition, because we 
would take business from the R. C. A., but on the other 
hand the Commercial Cable Company probably considered, 
or by the same token, considered the R. C. A. Competition 
as ruthless for taking the business away from the Com¬ 
mercial Cable Company. It all depends bn whose ox 


843 is gored. 


Q. Would you not consider it ruthless competition 
844 for an American company to be willing |not only to 
make a division of tolls with Norway but to make a 
penalty indemnity payment on a certain amount of its traffic 
of 16VL* gold centimes a word in order to get the Opportunity 
to do business with Norway? A. No, I do not think the 
one has any bearing whatever on the other. That compensa¬ 
tion that you are talking about is simply a compensation 
that we feel either legally or morally obligated to pay 
another company in which Norway is not interested what¬ 
ever, for the diversion of traffic which normallyj was routed 
via that other company’s lines. 

Q. But you do pay it in the case of Denmajrk? A. We 
do, yes. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kimball. 


Cross-Examination 


By Mr. Kimball: 

Q. Mr. Goldhammer, before starting on crojss-examina- 
tion I believe you were examined this morning' when you 
said that no foreign administration had solicitors in this 
country. That is true, is it not? A. Yes, I want to make 
that change, that the Italian Cable Company have got a 
resident representative in the United States wgo, I believe, 
does some canvassing in New York City for traffic to South 
America. 

Q. Now, Mr. Goldhammer, we have had bandying around 
this room considerably in the last few days the term 
845 “public interest.” In order that I may! understand 
vou and vou mav understand me, what do you under- 
stand that term to mean? A. Well, you are talking, I pre¬ 
sume, of the communication services? 

Q. That is right, A. I should say that public interest 
would mean offering the public the possibility of sending 
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his messages by several routes instead of confining it or 
confining the possibility to only one route. 

Q. I am willing to accept that definition. Mr. Gold- 
hammer, if a man in Des Moines, Iowa, for instance, wants 
to send a message via Commercial Cable to Norway, how 
does he route that message ? A. He does not route it at all. 

Q. In other words, he writes his message, does he not, 
on a regular Postal Telegraph Company’s blank and it is 
sent over the land wires to New York, and vou, or somebodv 
else, decides whether that message goes over Mackay Radio 
or Commercial Cable, is that true? A. That is true. 'When 
I say he does not route it, I want to qualify that. There 
may be an occasional user who, for some specific reason 
wants his message to go by cable. In that case we would 
probably route his message by cable. 

Q. You do not have any Commercial Cable blanks, as 
such, available to the patron in Des Moine, do you? A. 
No, sir. 

Q. You do not have those blanks available to the 
846 patron in New York, do you? A. Yes, we have them 
in New York Citv. 

Q. You have some blanks in New York? A. Yes. 

Q. Any Commercial Cable blanks you do have are con¬ 
fined to the Zone 1 area, or perhaps to New York? A. I 
should sav so, ves. 

Q. In fact it is downtown New York, I presume, where 
the blanks can be found? A. I think we have cable blanks 
in most of the Postal offices in the racks, and our canvas¬ 
sers, in visiting customers not only in the downtown area 
but the whole metropolitan area, furnish them with cable 
blanks for their use if thev want to send messages via 
cables. 

Q. If the man in Des Moine wants to send a message via 
Mackay Radio to Norway he can find the blank in the 
Postal office in Des Moines, can he not? A. I do not know 
whether the Mackay Radio blanks are actually on display in 
Des Moines or not, but they are at certain places in the 
United States. I do not think they have them on display 
in Des Moines, because Mackav Radio, it is mv understand- 
have no office in Des Moines. 

Q. The fact is, is it not, that the Mackay Radio blank, 
so far as that may suggest urgency, is available at more 
places in the United States than the Mackay cable blank? 
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A. That is true, yes, and that is principally for the 

847 purpose of their domestic point-to-point service. 

Q. What is the experience of the Commercial Cable 
Company with respect to the existence of urgent traffic be¬ 
tween Norway and the United States? A. Of what traffic? 

Q. Urgent. A. Well, I think we would handle about 200 
words in a year. It is not worth talking about. 

Q. What benefit to any member of the public would a 
service faster than the available cable services to Norway, 
or the available ft. C. A. services to Norway provide by an 
approval of this application and the establishing of a cir¬ 
cuit by Mackay Radio and Telegraph Company? A. Well, 
I do not think that our companies have made any pretense 
that the new circuit would be faster than the existing cir¬ 
cuit of the R. C. A., and as I stated a moment ago, taking an 
average situation, I do not know that either ft. C. A. or 
Mackay Radio are particularly faster than the cables. I 
think that the general run of user of the services!to Norway, 
or from Norway,would be satisfied with the service of some¬ 
thing in the neighborhood of ten minutes, and I believe that 
the cables are perfectly able to do that, to give that service. 
But, as I should also qualify it, direct service isl a fine talk¬ 
ing point for our canvassers, and in the United States it 
would certainly help our system to be able to off4r the public 
the same kind of a direct radio service that ouf competitor 
offers, and in the reverse direction we would be working 
in cooperation with the Norwegian Government instead 
of working in competition with the Norwegian 

848 Government, as we are doing today. 

I remember in the early days of the oppning of the 
R. C. A. circuit our agents in Norway, who wqre working 
on a commission basis, were of course panicky oyer the large 
loss in our westward traffic, and although from time to time 
they managed to recover business of some of ohr customers 
it was only a very short time, sometimes within a half- 
hour, that the Government, a representative of the Govern¬ 
ment, called on these users and again impressed them with 
the importance of using the Government radio service for 
North America, and we would immediately lose such ac¬ 
counts. That has been the reason for the lar^e decline in 
our business. Now, we wanted to protect oursejlves against 
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that, not only in Norway, but in other countries where we 
felt the same results. 

Q. Now, Mr. Goldhammer, likewise I understand from 
you, and Mr. Stone, and other witnesses for the applicant, 
how this proposed setup is going- to benefit the International 
System as a whole if you are correct in your prognostica¬ 
tion, but what I am interested in is this: It is true, is it not, 
that anjf member of the American public that wants to send 
a message to Norway can send it by Western Union, or he 
can start it on its way via Western Union, or by Commercial 
Cable, bv Mackav Radio, or bv the French Cable or bv R. 
C. A. of America, that is true, is it not, at the present time? 
A. That is true, yes, sir. 

Q. And considering the lack of urgent traffic, if 

849 the argument is made that radio is faster than cable, 
are there not at present a plethora of facilities over 

which any present existing traffic or any normal increase 
in such traffic can be handled for years to come ? A. That 
is true, and it was equally true before the R. C. A. went 
into Norway. 

Q. We did not have a Communications Commission at 
that time, did we? A. No, but I am talking about principles 
now. The R. C. A. went into Norway at a time when, as 
you like to call it, a plethora of facilities existed. 

Q. Is it not true, stripped of all its refinements, that you 
and I can agree that the people of Norway and the people 
of the United States are today getting a capable, efficient 
transmission service and all that the traffic demands? 

850 A. They are getting a capable and efficient trans¬ 
mission service, but they are not getting a competi¬ 
tive radio service. 

Q. Are they not getting a service that the traffic justifies, 
needs and demands ? A. In part of facilities, yes. 

Q. The answer is “yes”? A. Yes, sir. 

Q. Now is not this application that your company is 
making quite comparable to the man that has $3,000,000 
and he would like to have four, but if he only had three he 
would be satisfied and get along without much difficulty? 
Are not the people of the United States in that same posi¬ 
tion? 

In other words, they can get along with three very ef¬ 
ficiently? It might be nice to have the four, but it is not 
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necessary? A. When you say “Necessary” I mipst natur¬ 
ally say, “No, it is not necessary.” j 

Q. It is not necessary to have the four? A. Tq have the 
four or the five. 

Q. I want to get your answer on the record. Your state¬ 
ment is you do not think a fourth circuit is necessary; is 
that right? 

Mr. Kern: Let him finish his answer. 

Mr. Kimball: I wanted to be sure that what h^ said was 
on the record. 

The Chairman: Are you talking about circuits or mil¬ 
lions? 

851 Mr. Kimball: I am talking about circuits, as I 
understand it. 

The Witness: That is not necessary in point of facilities, 
but, as I said before, I believe that it is necessaky for the 
purpose of offering a competitive radio service.! 

By Mr. Kimball: I 

Q. I notice there was some testimony this mojrning, Mr. 
Goldhammer, bv you, with respect to when the time might 
come that Mackay Radio would be perhaps the normal 
route for Italian traffic. How do you handle traffic to Italy 
at the present time? A. Well, we handle it via the Azores 
and Italian Cable. 

Q. Do you own the cable between the United States and 
the Azores? A. The one we use for Italian traffic? 

Q. Yes. A. Yes. 

Q. That is not the cable that belongs to the Western 
Union from which you rent the conductors? A. No, that 
cable is used only for German traffic, our German traffic. 

Q. In the event that the time should come, before the 
expiration of the present agreement with the German 
Government, that the normal route would be Mackay Radio 
and Telegraph Company, through some arrangement with 
the German Administration, would you expect to pay a 
penalty payment to the Western Union on account of those 
two conductors? 

852 Mr. Kern: You are getting into a legal ramifica¬ 
tion. 

A. We have got a lease with the Western Union for which 
we pay a substantial sum each year for the use of two con- 
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ductors, or two channels, rather, in that cable. If you talk 
about a penalty, I do not know just exactly what you mean. 
We probably would be held by the Western Union Company 
to continue that payment until the end of that contract, un¬ 
less there is some qualifying clause that I do not remember 
in the contract that would relieve us of that payment under 
certain conditions. 

By Mr. .Kimball: 

Q. I do not think you will find it. A. Probably not. 

Q. Mr. Goldhammer, without divulging any business 
secrets, where does the bulk of the urgent traffic in Europe 
originate, and to what points is it destined? A. Well, the 
bulk of it is in what ordinarily originates and terminates 
in the City of London. 

Q. You have, I believe, a leased wire system in Great 
Britain? A. You mean we lease wires from the British 
Post Office in Great Britain? 

Q. Yes. A. To connect up our offices? 

Q. That is right. A. Yes, sir. 

Q. And the bulk of the traffic from the British Isles, that 

Commercial Cables Company handles, is that which 
853 is developed through its own offices, is it not? A. 

Yes, sir. 

Q. So that outside of the traffic which comes by British 
Maconi into the British Isles, particularly all of the British 
Isles traffic is originated by the American communication 
companies themselves, which have offices in the British Isles, 
isn’t that so? A. Oh, no, I wouldn’t say that. I believe 
that both the two American cable companies probably orig¬ 
inate most of the traffic in Great Britain for North America, 
but the traffic that is handled by the British merger does 
not only consist of traffic that comes to it from points within 
the British Empire, but they have offices scattered all 
through Great Britain as well, the same as we have, and 
they are also making a very strong nationalistic appeal for 
the support of what they like to call the “All-Red” route, 
and that, as I believe I have stated before, is becoming more 
and more difficult, so far as our experience goes. I presume 
yours would be the same, in fact, I believe your people even 
got to the point where you put on your messengers’ caps 
“British Western Union” and I think that was suppressed 


FEDERAL COMMUNICATIONS COMMISSION, ET AL. 509 

I 

by the British Post Office. I mean you must feel the pinch 
in that respect the same as we do. That is attempting to in¬ 
fluence business from the standpoint of supporting national 
industry. 

Q. Did you know there was such a company as the British 
Western Union ? A. I did not know that there was, no. 

Q. W’ell, there is, if you add the word “Limited.” 

854 A. Oh, Limited, yes. Well, we have an English com¬ 
pany, Limited company, too, but we did not quite go 

to that extreme. 

Q. Mr. Goldhammer, I do not want to embarrass you, but 
I do want an expression from you as to the comparison of 
speed between the cable circuits, as they are now existing 
between England and the United States, confining your at¬ 
tention to English traffic alone, and the possibilities in that 
direction by the radio circuit which Mackay Radio and Tele¬ 
graph Company, through Mr. Stone, said it would love to 
establish tomorrow, which would be the faster? A. Well, 
T do not think that there is anything that coul^ be faster 
than the service offered today by the two cable 'companies, 
for a certain class of traffic, between New York ahd the City 
of London. 

Mr. Kimball: I do not believe I want to ask you any 
more questions. 

The Chairman: Mr. Kennedy. 

Cross Examination 

Bv Mr. Kennedv: 

w V 

Q. Mr. Goldhammer, did you hear Mr. Deegan’s testi¬ 
mony yesterday in reference to the item of $20,000,000 in¬ 
volved between the various companies of this system? A. 
Yes, sir. 

Q. Do you know whether the Postal Telegraph and Cable 
Company has been paying the Commercial Cable Company 
the 4 per cent interest on that $20,000,000? A. My 

855 recollection is, Mr. Kennedy, that they have paid up 
to 1934, but, frankly, I do not really feel qualified 

to testify on those financial matters, because I personally 
have had nothing to do them. 
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860 Cross-Examination 

By Mr. Arnold: 

Q. Mr. Goldhammer, I would like to ask a question or so 
to clarify what seems to me to be an ambiguity, with refer¬ 
ence to whether you are operating at the present time on a 
day-to-day basis, subject to the approval of the Commission, 
on the contract of 1904 with the Great Northern Telegraph 
Company, Ltd., or the contract of 1927, that was drawn up 
in 1927 but not executed? A. Yesterday I was reminded 
that that was rather a legal question. I was under the 
impression that we were operating under the renewed con¬ 
tract, but I do not know. Perhaps our counsel can give 
some enlightenment on that. 

Q. The specific reason that I ask the question is that I 
understood that you testified that the compensation paid 
to the Great Northern Telegraph Company in connection 
with the Norway circuit would depend largely on the busi¬ 
ness which that company turned over to you, and in that 
connection I find that the terms of the two contracts differ. 
A. Well, I would like to refresh my memory on that. I 
really do not know. I was under the impression that the 
stipulation in that contract covering unrouted traffic was the 
same in the extension of the old contract as in the old con¬ 
tract itself. 

Q. I have copies of those contracts, which I believe cor¬ 
rect. Would you like to look at those or would you rather 
wait until Monday? A. Well, I will be very glad to look at 
them now. 

861 The Chairman: If, after you look at them, you are 
not sure of the answer I suggest you wait until Mon¬ 
day and find out from your counsel as to what the legal sit¬ 
uation. is. 

The Witness: Perhaps I better wait anyhow, in order to 
have a conference with our lawyer, just to know exactly 
what we are doing under present conditions, whether we are 
operating under the old agreements or whether we are op¬ 
erating under the modifications, such as there may be, in 
the new agreements. 

Mr. Kern: I do not know myself. 

The Witness: I frankly do not know. I was under the 
impression we were operating under the new agreements. 
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Mr. Kern: The quotation in your statement was from 
the old agreement ? 

The Witness: No, I think I stated we weife operating 
under the new agreements. 

Mr. Kern: I mean the paragraph of the contract that you 
proposed. 

The Witness: That was taken from the newr agreement. 

Mr. Kern: That was taken from the new agreement? 

The Witness: Yes. 

j 

By Mr. Arnold: j 

Q. Mr. Goldhammer, could you inform us as to how many 
telegraph circuits, not how many cables but h<W many cir¬ 
cuits are available from New York to pointy in Europe 
through the facilities of the Commercial Cable Company? 
A. Yes. Seven, excluding the two circuits that are leased 
from the Western Union Company for our German 
862 cable traffic. j 

Q. Could you tell us the speed of thosejcircuits? A. 
Well, we had it worked out for the Commission and we esti¬ 
mated that it was 322 words a minute. 

Q. That would be a total, not separate for each circuit? 
A. No, that would be the total number of words for all our 
circuits, exclusive of those two German circuit^. 

Q. My question was directed rather to the j speed of the 
existing circuits, each existing circuit or group of circuits. 
A. I can give you the speed of our various circuits, if that 
is what vou mean. I 

Q. Yes. A. I can give it to you approximately. Two of 
our main cable circuits operate at a speed of approximately 
200 letters per minute in each direction. One operates at 
250 letters. Another one at 310 letters. Another one at 
160 letters, and another one at 500 letters, split up into two 
channels of 250 letters each. I think that ijiakes up the 
seven channels. 

Q. Could you tell us the terminals of those channels, as 
to what they are being used for at the present time? A. 
Well, they all go across the Atlantic. Some two of them 
via the Azores, and all of them terminate fii^st in Ireland. 
From Ireland we have two cables to Havre, France. 

Q. I intended to direct my question toward the traffic ter¬ 
minals, not the terminals of the cabled themselves. 
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863 A. Yes. Well, our traffic terminals are London, 
Liverpool and Paris. 

Q. How many of those channels carry traffic from New 
York to London? A. Four, and sometimes five. 

Q. There are other channels on those cables which do not 
serve London, is that right? A. Not directly. One of the 
channels is used normally for our Liverpool traffic, but they 
can be interchanged, as they are, from time to time, and 
sometimes Liverpool traffic is sent via London and some¬ 
times it is served direct by a direct circuit. 

Q. Would it be correct to say that four of the existing 
channels do not serve London at the present time? A. No, 
I do not think that would be correct. The only other point 
served outside of London and Liverpool is Paris, and we 
have one of our transatlantic circuits that is normally as¬ 
signed to our Paris traffic. At certain periods of the day, 
the peak load periods, we give Paris a second outlet, or a 
second connection, to help to expedite the service. When 
they do not need that the circuit is run into London and 
used for our general European traffic. 

Q. Is there one channel to the Azores? A. There is a 
channel to the Azores which is used principally for Italian 
traffic, but there again there is a connection between that 
cable ahd the cable between the Azores and Waterville, and 
when the cable is not being used for Italian traffic we use it 
for other European traffic. 

864 Q. But at the time that these channels are being 
used for other traffic they are not available for the 

Norway traffic, is that right? A. No. 

The Chairman: We shall recess until 10 o’clock Tuesday 
morning. 

(Whereupon at the hour of 12:24 o’clock p. m. a recess 
was taken until Tuesday, January 21, 1936, at 10 o’clock 
a. m.) 
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867 Before the Federal Communications Commission 

(Telegraph Division) 

Washington, D. C. 

January 21, 1936. 

! 

Dockets Nos. 3336 3337 3338 

! 

In the Matter of Petition of Mackay Radio & Telegraph 
Company, Inc., New York, N. Y. 

I 

i 

Application for modification of license: Request to add 
Oslo, Norway, as a point of communication. 

The above-entitled matter came on for further hearing 
before the Telegraph Division of the Commission, in Room 
7121, Interstate Commerce Commission Building, at 10 
o’clock a. m. 

I 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

Appearances: As heretofore noted. 

Proceedings. 

i 

The Chairman: Mr. Arnold, will you proceed? 

John Goldhammer resumed the witness stapd and testi¬ 
fied further as follows: 

Cross-Examination (Continued) 

Bv Mr. Arnold: 

* 

Q. Mr. Goldhammer, I believe the answer to my last ques¬ 
tion is not quite clear. Will you look at the last 

868 question and see if that answer should be changed? 
A. Well, I meant by that that of course while a chan¬ 
nel is being used for communication with one point it can 
not be used for communication with another, a (different ter¬ 
minal point (examining previous day’s transcript). 

Q. Then, in so far as those circuits are devoted to other 
points they can not be used at Oslo, Norway, at that time? 
A. At that particular time, yes, sir. 
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Q. The line of questions which I was asking you before 
the adjournment were directed to the number of circuits 
which were available from New York to London. Could 
you give us the number of circuits which are available in the 
other direction westward? A. Well, they are approximately 
the same. We shift them around from time to time to take 
care of varying traffic conditions, but they are approxi¬ 
mately the same in the westward direction as they are in the 
eastward. 

Q. Mr. Goldhammer, I believe that you were going to de¬ 
termine for us, if you could, what contract you were oper¬ 
ating under at the present time with the Great Northern 
Telegraph Company, Limited. A. Well, we have come to 
the conclusion that we are operating under the old contract, 
although in my previous testimony I was under the im¬ 
pression that we were operating under the new. But we 
feel that we can’t very well operate under the new contract 
until we have received the approval of the Federal Com¬ 
munications Commission to the extension of those agree¬ 
ments. 

869 Q. In your opinion would the same adjustment be 
necessary under the new contract as to which you tes¬ 
tified would apply and which I now understand applies to 
the old contract? A. Well, under the new contract, Mr. 
Arnold, there is an element of doubt as to whether we would 
be obliged to make any payment to the Great Northern Tele¬ 
graph Company in lieu of sending our traffic via that route 
because of the stipulation which I quoted in my previous 
testimony, that we are only required to hand them traffic in 
proportion to the traffic which they hand to us, and if they 
hand us no traffic to mv knowledge from Norway there mav 
be some doubt as to whether we are obligated to hand them 
50 per cent of our eastbound traffic to Norway, or to com¬ 
pensate them in lieu of that. That would have to be a mat¬ 
ter I suppose of discretion or clearing up with the Great 
Northern Telegraph Company. 

Q. Then if they gave you no traffic under the new contract 
no adjustment would be necessary, as you understand it? 
A. Well, I assume that that may be so, but I presume that 
they would probably want to say something about that. 

Q. I believe that the clause which you were discussing has 
been read into the record at an earlier time, was it not? 
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Mr. Kern: The clause of the old contract was] read in. 

The Witness: And I think the new one. 

Mr. Kern: I do not know about the new one. 

A. Well, I quoted it, yes. Whether I actually quoted it as 
part of the agreement I am not certain, put I can if 

870 you want it. 

By Mr. Arnold : 

Q. I have what I believe is the correct copy (indicating). 
A. Yes, sir. Shall I read the whole clause? 

Q. If you will let the record show it, please. A. The 
whole clause? 

Mr. Kern: Yes, sir, read it for the record. 

Mr. Arnold: Yes. 

The Witness: ‘ ‘ Clause 1: The Commercial Company and 
the Northern Company will mutually hand ojver to each 
other in England at least half of their unrouted traffic be¬ 
tween North America and the West Indies on fhe one side 
and Denmark Norway Sweden Finland Russia Esthonia 
Latvia Lithuania and Poland on the other side provided 
that the total rates charged to the public by either Com¬ 
pany’s route shall not be higher therefor than Tpy any other 
route. | 

“Provided further that either of the said Corhpanies may 
instead of handing over to the other at least] half of its 
unrouted traffic mutually hand over to the other its un¬ 
routed traffic mentioned above as nearly as practicable in 
such proportions as the number of messages received by the 
one Company from the other in England bears to the total 
number of messages received in England from all Com¬ 
munication Companies dealing with the traffic ip question.” 

By Mr. Arnold: 

I 

Q. Mr. Goldhammer, could all of the traffic how handled 
by Commercial Cable between New York ajnd Oslo be 
handled with no increase in delay by the proposed 

871 radio circuits? A. Oh, yes, sir; a good deal more. 

Q. The Commercial Cable Company has no method 
whereby a telephone conversation can be carried over the 
cable circuit, has it? A. No, sir. 

Q. Can you send fac-simile material by cable in any way? 
A. Not over our cables, no, sir. I don’t know |hat you can 
over any existing cable. 
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Q. Does the Commercial Cable Company operate any tele¬ 
graph-printer circuits? A. Yes, sir. You mean customer- 
printer circuits? 

Q. Yes, sir. 

The Chairman: Do you mean in the International serv¬ 
ice? 

Mr. Arnold: In the International service, yes. 

A. The Commercial Cable Company operates printer cir¬ 
cuits on the two channels of the circuits it leases from the 
Western Union Company for our German traffic. Those 
circuits are operated altogether on a printer basis. 

We also have one printer in operation on one of our other 
cables in one direction, and we hope to have printer instal¬ 
lations on several other cables in the near future. 

Q. Do you know if the proposed radio circuit will also 
provide printer circuits? A. I am not very familiar with 
that, but I assume that they are working on a Morse printer 
basis; I don’t know; I really can’t answer that definitely. 

Q. We have in the record, Mr. Goldhammer, the number 
of engineers employed by the Mackay Radio of Dela- 
872 ware in research. Could you give us the number of 
engineers employed in research by Commercial 
Cable? A. At the present time, Mr. Arnold, we have none. 

Q. What efforts are you making to develop cable facili¬ 
ties? A. We are making no special efforts at the present 
time. 

Q. Is that due to a lack of available funds? A. Well, I 
wouldn’t say that exactly, but we did have a research bureau 
some few years ago, and I presume it was in the interests of 
economy that it was, generally speaking, abolished. 

Some of the engineers that were employed in that bureau 
are now employed, still employed, by the system companies, 
to work on any development in the method of handling cable 
communications. 

Q. Do you feel that the cable system has reached its maxi¬ 
mum development? A. No; no, sir; not by any means. 

Q. I believe you testified the other day on cross-examina¬ 
tion that you estimated that the revenues from Great 
Britain, Germany and France, even though a radio circuit 
were opened by Mackay to those points, and also to the 
other points to which you expect to go, that that revenue 
would be sufficient to pay the operating expenses of the 
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I 

I 

j 

Commercial Cable? A. I believe I testified thait the reve¬ 
nue would be greater than the operating expenses if we had 
some reasonable increase in the volume of business. 
873 But that, I want to make clear, was predicated on the 
idea of our system also having Mackay Radio cir¬ 
cuits with various parts of the world where wb have lost 
business and are very likely to continue to lo^e business, 
in view of the interests which the government and national 
companies have in developing services from tho^e countries 
to the United States via radio. 

Q. How would the development of the business of the 
Mackay Radio of Delaware increase the business to the 
Co mm ercial Cable, in view of the testimony to the effect 
that messages sent by radio are likely to returii by radio? 
A. I think that I have given my reasons there also, Mr. 
Arnold, and that is that with the volume of traffic which 
Mackay Radio could secure from these various continental 
countries for the United States it would help us develop traf¬ 
fic in the eastbound direction, not only for tt^e countries 
served by Mackay Radio, but for all countries served by the 
system, including England, France and Germany. 

Q. That would be due to the fact that a customer in send¬ 
ing the message would file it with a system office and then 
the system would route that message as it saw fit, rather 
than that the customer would choose Commercial Cable? A. 
I think that that is so. But the customer receiving a larger 
volume of traffic from these continental countries, such as 
for example Norway, Sweden and Poland, than lie does now, 
that in itself would be an inducement to send inore traffic 
in the eastward direction via the Mackay Systemi He would 
probably file more messages at Postal Telegraph offices, be¬ 
cause messages would be delivered from postal Tele- 
874 graph Offices to him from countries where today the 
R. C. A. has a very decided advantage. 

Q. And the Mackay System would route a qertain per¬ 
centage of that over the cables? A. They would route the 
traffic over the cables where the service via thb cables was 
probably the service via the radio. 

Q. To return to the question as to the revenue to pay 
operating expenses, in operating expenses did you include 
overhead and interest on the debt of the company? A. Not 
interest on the debt, no, sir. 
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Q. Nor any funds to—A. (Interposing) Of course, my 
answer to that was of a general character. 

Q. I understand. A. Yes. 

Q. Or to lay by reserves to replace the present cables at 
any future date? A. Well, at the present moment, as 
brought out in the testimony here, the present amount that 
we set aside for depreciation is very small, and I believe 
that is due to the fact that the amount already, the total 
amount already set aside, for the depreciation of our cable 
property, was considered ample to take care of the deprecia¬ 
tion reserve on our cable properties. 

Q. Mr. Goldhammer, will you recall to your mind Mackav 
Exhibit No. 2, which contains the proposed contract with 
Norway? A. I haven’t got that. (Receiving a document:) 
Yes, sir. 

875 Q. Those papers contain an unsigned letter pre¬ 
pared for the signature of the vice-president of Mac- 

kay Radio & Telegraph Company, in which it is asserted 
that thh proposed circuit will be the normal route for traffic 
between New York and Oslo, does it not? A. Yes, sir. 

Q. That will form an essential part of the contract upon 
the completion or upon the execution of the contract, will 
it not? A. I assume so, yes, sir. 

Q. Has the Commercial Cable Company ever authorized 
the signing of that letter? A. Well, these matters are all 
decided between the officials of the company at discussions 
as to what is the best policy for the communication systems 
to follow, and I don’t know that I have personally seen this 
letter myself, but I am in accord with the idea expressed 
therein, and I presume that it was agreed upon between the 
Cable and Radio officials of our system companies. 

Q. That would not appear in the minutes of the board of 
directors, however, would it? A. I don’t think so, no, sir. 

Q. It would be agreed on then at this meeting or council 
at which the operating officers of the different companies 
determine the policy for the system? A. Well, there is no 
regular council or policy committee, as referred to here. 
When questions of this kind come up we get together and 
we discuss them pro and con, and a decision is arrived 

876 at which we all probably feel is in the interest of the 
system companies, rather than any individual com¬ 
panies. 
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Q. But on the basis of that decision of that meeting some¬ 
one felt justified in making a representation to the Nor¬ 
wegian Government that this normal route would be estab¬ 
lished? A. Yes, sir. 

Mr. Arnold: Mr. Kennedy has a few questions t 
Cross-Examination 
By Mr. Kennedy: 

Q. Mr. Goldhammer, on Saturday I asked you Some ques¬ 
tions as to the financial relationship of the syjstem com¬ 
panies. In the absence of an accounting witness from Com¬ 
mercial Cable Company I will ask you please tq take that 
annual report (indicating) of the Commercial Cable Com¬ 
pany, filed with the Commission for the year 1934, and check 
the figures which I will ask you about. 

The Chairman: Have you another copy of the annual re¬ 
port for Mr. Kern? 

Mr. Kennedy: Sir? 

The Chairman: Have you another copy of the annual re¬ 
port ? 

Mr. Kennedv: Yes, sir. 

The Chairman: Let Mr. Kern follow it. 

I 

By Mr. Kennedy: 

Q. (Continuing) Please check the figures I will call your 
attention to. A. What page is it on? 

877 Q. On page 215. And there appears an item under 
the head of “Long term advances receivable” of 
$20,000,000 as a loan having been made from Commercial 
Cable Company to Postal Telegraph-Cable Company, bear¬ 
ing interest at 4 per cent per annum. Do you fihd that, Mr. 
Goldhammer? A. Yes, sir. 

Q. On the same page of that annual report there is a 
further item listed as “Bills due Commercial Cable Com¬ 
pany by Postal Telegraph-Cable Company” of $2,197,000. 
Do you find that? A. Yes, sir. 

Q. Now, turn to the next page, please, 216, of the same 
report. Other items are listed as being due to Commercial 
Cable Company by system companies as follows: 

“Due from Postal Telegraph-Cable Company, general 
tr affi c account, $14,757,201.88; due from Mackaiy Radio & 
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Telegraph Company, of Delaware, $39,792.08, and due from 
Commercial Pacific Cable Company, $43,907.13.” 

Do vou find those items as I have read them ? A. Yes, sir. 
Q. The total of the items I have named as being due to 
Commercial Cable Company from system companies 
amounts to $37,037,901.09. Will you— A. (Interposing) 
That, I take it, is the $14,840,000 added to the items that 
you mentioned on the previous page, is that right ? 

Q. Yes, sir; adding the items on those two pages which 
I have read.— A. Yes. 

878 Q. (Continuing) —amounts to the figure that I 
have just given. Will you accept that figure? A. Yes, 
I will accept, those figures. 

Q. Now, if this total figure bore interest at 4 per cent the 

interest for the vear 1934 from those debts would amount 

•« 

to $1,481,516.04, but is it not true that no interest was re¬ 
flected oi- credited by Commercial Cable Company on any 
of the above items? Do you know? A. Well, I think, Mr. 
Kennedy, that that again is an accounting question that I 
would prefer to have someone else testify to. I believe 
that your statement is correct, that no interest was re¬ 
ceived. 

Mr. Kennedy: Yes, sir. 

Mr. Kern: Certainly that is true since June 14. 

The Witness: Since last year, yes, sir. 

Mr. Kennedy: T am speaking of 1934. What is June 14? 
Mr. Kern: June 14 is the date of the reorganization pe¬ 
tition of the Postal Corporation, June 14, 1935. 

By Mr. Kennedv: 

Q. If you are not willing to accept that, Mr. Goldhammer, 
I think I can refer you to pages which show that that in¬ 
terest has not been collected or credited? A. Yes. As I sav, 
I believe vou are correct in that. 

ft' 

Mr. Kennedy: All right, sir. 

Mr. Kern:: I was not questioning that, Mr. Kennedy. 
Mr. Kennedv: Yes, sir. 

By Mr. Kennedy: 

Q. Now, looking at the other side of the picture as to 
finances and accounts payable by Commercial Cable Com¬ 
pany to other system companies, please refer to page 
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I 

879 226 of the same annual report, on which appears a 
debt of Commercial Cable Company by reason of the 

4 per cent non-negotiable note in the amount of $20,000,000. 
Do you see that? A. Yes, sir. 

Q. Now, that is the same $20,000,000 transaction, is it not, 
Mr. Goldhammer? A. Right, yes, sir. 

Q. And which Mr. Deegan explained when he was testi¬ 
fying several days ago, is it not? A. Yes, sir. 

Q. Now, look on page 233 as to the following further debts 
to system companies by Commercial Cable Company: 

“All-America Cables, Inc., general traffic account, $114,- 
642.22, the Mackav Companies, general account, $1,758,- 
961.73, minor accounts, three in number, each less than 
$10,000, totalling $14,153.09, and Commercial Cable Com¬ 
pany, Limited, $264,561.22, making a total of $22,152,000— 
Mr. Kern (interposing): $2,152,000. 

Mr. Kennedy: Sir? 

Mr. Kern: $2,000,000. 

The Witness: $2,000,000. 

By Mr. Kennedy: 

Q. $2,152,318.36. I beg your pardon. A. Thatj is correct. 
The Chairman: What was that amount ? 

(The amount was repeated by the reporter.) 

The Chairman: That does not include the $20,000,000 
then, I take it? 

' I 

880 Mr. Arnold: That includes both. It is t)wenty-two. 
By Mr. Kennedy: 

Q. $22,152,318.36 is right, Mr. Goldhammer, including 
the $20,000,000? A. Oh, including the $20,000,000, but that 
is not shown here. 

Q. No; it is that page and the other one I refer to. A. I 
see. Yes. 

Mr. Kern: I thought you were referring to tl^e two par¬ 
ticular items. 

By Mr. Kennedy: 

Q. Now, looking on page 311, please, it appears on that 
page that Commercial Cable Company paid interest on three 
of those items in the total amount of $101,951.19. That is 
the three first items on that page. A. Yes. 
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Mr. Kern: What page is that? 

Mr. Kennedy: Page 311. 

The Witness: Page 311. 

By Mr. Kennedy: 

Q. (Continuing) The interest of the first three items 
mentioned. Why did Commercial Cable Company pay in¬ 
terest of 4 per cent or more on its debts to other system 
companies, whereas it did not collect or credit interest on 
accounts payable to it from other system companies? A. 
Well, that is a financial arrangement that I frankly don’t 
feel fully qualified to testify to, Mr. Kennedy. 

Q. All right, sir. A. I think that should be ex- 

881 plained by someone that is responsible for these fig¬ 
ures. 

Q. All right, sir. Now, look on page 210, please. 

Mr. Kern: 210? 

Mr. Kennedy: 210, yes, sir. 

By Mr. Kennedy: 

Q. (Continuing), It appears there that Commercial Ca¬ 
ble Company did not collect any dividends or interest in 
1934 for its stock in the Mackay companies of the par value 
of $6,126,600, or book value of $3,849,088.20. A. Yes. 

Q. No interest on those? A. I see; yes. 

Q. That is true, is it not? A. Yes, sir. 

Q. Now, look on page 312. It appears that Commercial 
Cable Company paid to the Mackay Companies, in addition 
to its dividend of 2 per cent on that 20,000 shares of Com¬ 
mercial Cable Company’s stock, a further sum of $617,872. 
I think you will find that by reading that (indicating). A. 
That is right. 

Q. If you wish to read it. A. Yes. 

Q. That is right, is it not? A. Yes, sir, that is right. 

Q. Now, taking all of those figures as I have read them, 
and as you have answered the questions, Mr. Goldhammer, 
is it not true that if Commercial Cable Company had col¬ 
lected interest from system companies as it paid interest 
to them, it would have operated at a substantial profit 

882 in 1934 instead of at a loss, as shown in its annual 
report? A. I think that is right, sir. 

Mr. Kennedy: Thank you, sir. 
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Mr. Arnold: That is all. 

The Chairman: Any redirect, Mr. Kern ? 

Mr. Kern: Yes, Mr. Chairman. 

Redirect Examination 
By Mr. Kern: 

Q. You were asked why you paid the interest on your 
debt. That was your obligation, was it not? A. Yes. 

Q. Whether you can collect from your debtor^ you have 
to pay the interest on your debt? A. If we can, yes. 

Q. The other day you were asked the questions as to the 
feasibility of laying a cable from London to Oslo. I sup¬ 
pose also there is a possibility of laying a cable from New 
York to Oslo. What do you think of the feasibility of such 
a cable? A. I think I testified that it was technically— 

Q. (Interposing) Technically, I should have said. A. 
(Continuing) —possible to lay such a cable, but I don’t 
think such a cable would be feasible; first, because I don’t 
think there is any chance whatever of getting landing 
rights in Great Britain or Norway for laying a cable be¬ 
tween Norway and Great Britain. And certainly from 
every practical standpoint it would not pay any company 
to lay a cable from New York to Norway!. 

883 The fact is that the cable which the British and 
Norwegian Governments are operating now between 
Norway and England was formerly owned by the Great 
Northern Telegraph Company, and on the expiration of 
their license in Great Britain and Norway the cable was 
taken from them, I presume with some compensiation, and 
since that date it has been operated jointly by the Nor¬ 
wegian and British Governments. 

Q. Even if you had such a cable, could get by that dif¬ 
ficulty from London to Norway, w*ould it pay any company 
from the point of view of the traffic handled in the dollar 
revenue, do you think? A. It would certainly npt. And I 
don’t imagine for one moment that even if we had such a 
cable that we would be able to get any more business out 
of Norway in competition with the direct radio circuit, in 
which Norway has such a large financial interest, than we 
are getting at the present time. 

Q. You would not have any objections to R. C* A. laying 
such a cable if they desired, would you? 
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Mr. Wozencraft: If it please the Commission, I object 

to that because obviously it would be opposed to the spirit 

of the 1927 Radio Act and the 1934 Communications Act. 

His objection would not make very much difference. 

The Chairman: The witness mav answer if he cares to. 

* 

A. Mv answer is no. 

•/ 

Bv Mr. Kern: 

* 

Q. Upon the approval of the application of the Mackay 
Radio for license under the inauguration of the radio cir¬ 
cuits would anyone desiring to send a message out 

884 of Norwav bv wav of Commercial Cable route their 

• %, • 

message after the Mackay Radio Circuit is in¬ 
augurated pursuant to the contract? A. 'Well, up to the 
present time we have a route indicator via Cial in Norway, 
which is recognized as the route indicator for messages to 
go via the Commercial Cable Company. 

After the Mackav Radio circuit is established the inten- 
tion is to use that via for messages sent via Mackav Radio. 
The Commercial Cable Company would then establish a 
via called via til Cial, indicating that the message is to go 
via cable, or via wire and the Commercial Cable Company. 
The Chairman: May I ask a question there, Mr. Kern? 
Mr. Kern: Yes, Mr. Chairman. 

The Witness: Yes. 

The Chairman: Will Mackay compensate Commercial 
Cable for taking over the— 

The Witness (interposing): No, sir. 

The Chairman (continuing): —route indicator Cial? 
The Witness: No, sir. 

By Mr. Kern: 

Q. Now, there have been expressions used by attorneys 
here in this case as to penalty payments. I think you have 
cleared it up that the only payments that were involved 
are contractual compensation payments. Are there any 
penalty or premium payments other than those payments 
which are made as compensation under any existing con¬ 
tract? A. No, sir. 

885 Q. And those penalty payments so-called are 
nothing but compensation payments in any case 

under any existing contracts ? A. Under the existing agree¬ 
ments, yes. 
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Q. Again it is the case of your desire to live; up to your 
agreements? A. Yes. 

Q. Some questions were asked the other day by counsel 
for the Western Union as to whether a cable company 
could not give a greater division to a foreign administra¬ 
tion such as Norway in order to retain its file against the 
diversion to the radio traffic. Has anything like that ever 
been done that you know of, or having the same effect? A. 
The only case that I know of that has any kind of a bearing 
on that is a situation that developed in Belgium this sum¬ 
mer. 

The Belgian Government, in accordance with the usual 
practice, some time ago established collection rates which 
were the equivalent at the time that they wejre made of 
the gold franc rate. And since the Belgium franc has 
depreciated in value the Belgium Government got to a 
point where it felt it was unfair to it to have to settle with 
the connecting companies, like ourselves, for example, on 
the gold franc basis, while they were only collecting de¬ 
preciated Belgian francs. 

Q. They had reduced their value of their ffanc at that 
time? A. The franc had been reduced, yes, sir, and they 
finally put the proposition up to ourseli'es, as well 
886 as other cable companies, that unless we were pre¬ 
pared to accept settlement on the basis; of the de¬ 
preciated paper franc, instead of on the gold Ifranc basis, 
that thej would have to announce an increase in the public 
rate via cables in order to enable them to collect sufficiently 
to pay out to the cable companies on the gold franc basis. 

Q. That would involve then a differential between the 
cable rate and the radio rate? A. That would have in¬ 
volved a differential. And the result was of course that 
the cable companies were forced in the position of having 
to accept that proposition. And balances since last sum¬ 
mer, I believe sometime last summer, have been settled 
with the Belgians on the basis of the depreciated paper 
franc. 

Q. That is not only in the case of the Commercial, but 
the W estern Union, and any other foreign cable companies 
also? A. All the cable companies, yes, sir. 

Q. Y ill you turn to the Mackay Radio resppnse, which 
was referred to Saturday in questions, and I will ask you 
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some questions? The attorney for R. C. A. asked you as 
to figures on the Mackay Radio circuit, pages 695 and fol¬ 
lowing of the record, and I asked you to read into the 
record figures from one of the tables next to that response. 
At that time I raised the question that there were other 
provisions of the letter which should be considered in con¬ 
nection with it, and that was to be dealt with by later ex¬ 
amination. Will you state whether in reading in the figures 
of the tables you were merely giving those figures, and not 
giving your own opinion as to the volume of traffic, 

887 or the Mackay Radio opinion as to the volume of 
traffic that had been handled by the Mackay Radio? 

A. Yes, I was only quoting the figures from the tables. 

Q. It is a fact, is it not, that those tables are not based 
on anv estimate as to what the actual volume of traffic 

%i 

would be, but they are based on the provisions as set forth 
here of actual traffic eastward of Commercial with a nor¬ 
mal percentage westward? Will you read the first para¬ 
graph on page 3 of the Mackay Radio letter, written in re¬ 
sponse to the questionnaire from the Commission, received 
with the letter of December 14, 1935? Will you read that? 
A. (Reading) “Naturally, on the opening of the new cir¬ 
cuit it is impossible to estimate the total amount of business 
that could be obtained for that circuit. With the increase 
in facilities of Mackav Radio and added solicitation efforts 
in the United States, it is expected that there will be a sub¬ 
stantial increase in business over the Mackay Radio circuit 
more than has previouslv been handled bv Mackav Radio 
and its associated companies. However, in order to give 
as nearly a picture as possible of the amount of traffic 
which would normally be expected without additions due 
to the increased facilities and to additional solicitation and 
preference of this route by customers, we have prepared a 
table which is annexed hereto, giving in the eastward direc¬ 
tion the present Mackay Radio traffic to Norway and the 
present unrouted traffic of Commercial Cable Company to 
Norway, and in the westward direction, the amount which 
it is estimated will be received pursuant to the terms 

888 of the traffic agreement.” 

Q. Will you read the first paragraph on the next 
page also, the following page? A. (Reading) “The table 
which was submitted in reply to II. - 1 above is based on 
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the expectation that approximately 95 per cent of the east¬ 
ward traffic set forth in that cable will comb from The 
Commercial Cable Company and the remaining 5 per cent 
from traffic now handled by Mackay Radio oyer the Co¬ 
penhagen circuit. Of the westward traffic, 50 per cent of 
the business set forth in the table is expected to be traffic 
which now comes by Commercial Cable Company and con¬ 
necting carriers in Europe and the remaining!50 per cent 
of the traffic set forth in the table it is expected will be the 
normal return traffic which is now being sent R. C. A. be¬ 
cause it has the only direct circuit.” 

Q. You stated in reply to questions in connection with 
the table which you read that “I should say’ , and I will 
read the question and answer on page 697: 

“Under the contract, in accordance with the: statements 
in the Mackay response”—this is a question by the at¬ 
torney for R. C. A.—“Mackay would handle from Norway 
to the United States twice the volume of traffic jwhich Com¬ 
mercial Cable Company is now handling front Norway to 
the United States, would it not?” 

And you answered: 

“I should say it would be more than twice the traffic 
which Commercial Cable Company is handling to the 
889 United States.” 

| 

In other words, you do not believe that this table, 
which was calculated in order to give the basis of determi¬ 
nation solely on what Commercial Cable was doing, repre¬ 
sents what traffic you could expect over the circuit for the 
Mackay Radio? A. I certainly do not. I woiild certainly 
be very disappointed if after the Mackay Radio circuit is 
established we couldn’t materially increase the volume of 
traffic now handled by the Commercial -Cable companies to 
and from Norway. 

Q. The figures that were given in these responses and 
referred to by counsel in their questions—if I am in error 
I am taking them from the record—were Commercial Cable 
traffic to Norway 190,073, Mackay Radio traffic to Norway 
13,273, Western Union traffic to Norway 302,105, and R. C. 
A. 799,163— 

Mr. Kimball (interposing): What are those—words? 

The Witness: Words, yes. 

Mr. Kern: Those are words, yes. 
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Bv Mr. Kern: 

Q. (Continuing) And from Norway, Western Union 
55,512, R. C. A. 914,407, Commercial 73,343, making a total 
as to these companies of 1,305,614 words'to Norway, and 
1,043,262 words from Norway for the period of 10 months, 
the first 10 months of 1935. Do you believe that the pro¬ 
portion of return traffic from Norway runs in approxi¬ 
mately that proportion generally of all companies? A. 
Based on our experience in other countries I should say 
that that would be so. 

890 Q. The Western Union answer refers to the ratio 
of about 75 per cent of messages westward to about 

100 eastward. What about that? A. I think that that is 
approximately correct, yes, sir. 

Q. I believe the figures for Commercial Cable Company 
westward are 73,343 as against 190,073 messages eastward, 
which is considerably less than that in proportion ? A. Yes, 
sir. 

Mr. Wozencraft: Excuse me. Messages or words? 

Mr. Kern: These are all words. 

The Witness: Words. 

Mr. Wozencraft: You said messages. 

Mr. Kern: I am sorry. It is words. 

Bv Mr. Kern: 

•/ 

Q. The figures for Western Union show 302,105 words 
eastward for that 10 months’ period as against 55,512 
words westward, and the figures for R. C. A. show 799,163 
words eastward and 914,407 words westward. The only 
company then having any larger volume westward than 
they had eastward is the R. C. A. That is accounted for in 
your opinion by the factors that you have already given as 
to the interests of the Norwegian Government in pre¬ 
ferring radio entirely ? A. Yes, sir. 

Q. Your opinion then is that if we have the Mackay 
Radio Circuit the total volume of business that would be 
handled bv Mackav Radio would be substantiallv in excess 

* % w 

of the business that is now handled bv Mackav Radio and 
Commercial Cable combined? A. There is no ques- 

891 tion about it in my mind. 

Q. So that any set of figures then based upon the 
amount of revenue that would be received by Mackay 
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Radio, merely taking the table, would not give any true 
picture of the results? A. Of the results to lie expected, 
no, sir. 

Q. Yes. A. No. 

Q. So that that is like any other hypothetical basis that 
might be assumed? If you assume 100 per cent increase of 
traffic you would have one set of figures, if you assumed 
50 per cent increase of traffic you would have another set 
of figures, so that tins table is merely a hypothetical 
assumption in order to show how that would be calculated? 
A. The figures are based on existing volunfes of traffic 

handled bv both Makav and the Commercial I Cable Com- 

•/ %/ | 

pany, and I am absolutely certain that with thb opening of 
a Mackay Radio circuit these figures would be jsubstantially 
increased in both directions. 

Q. You were asked to calculate the total aMount of ex¬ 
penditures by Mackay Radio, plus the amounlts that were 
to be paid to Northern, and to compare that xk^ith the rev¬ 
enue which would be received according to tile table, and 
state whether according to those figures in t!he table the 
Mackay System would receive more than its expenses. The 
figures that were given in the questions indicated there 
would be, based on that hypothetical calculation in the 
table, out-of-pocket expense of approximately $3,000 more 
for the system companies than the revenues which it would 
receive. Now, would that be anv criterion at all as 
892 to what results you expected from the joperation of 
the circuit '! A. No. I should say that those figures 
are based on an artificial assumption contrary! to the facts. 
There is no doubt that with the increase in the volume of 
traffic to and from Norwav, which Mackay Radio certainlv 
expects and is justified in expecting, the results would be 
quite different from those computations you Mentioned. 

Q. Your counsel stated, while you were discussing this 
question, that we would be glad to make a circulation and 
submit it, to the best of our ability, but therej are a lot of 
variable factors. I said “All I ask is that we! can bring it 
in on Tuesday when we come in after we have jhad a chance 
to make a calculation”. Was your counsel $ little more 
optimistic than you were as to the exact coijnputation of 
these variable factors? A. I am afraid Ije was, Mr. 
Counsel. 
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Q. Have you been able— A. (Interposing) We have not 
been able to make those figures, and it is quite impossible 
to make them in one day, when you take all the different 
categories of traffic into consideration. It would take, I 
don’t know just how long, but it would certainly take some 
time to figure that out accuratelv. 

Q. And if you had those figures they would be on these 
hypotheses that you have stated? A. Right. 

Q. Which would make them practically of no par- 

893 ticular value? A. Of no particular value. 

Mr. Kern: I merely ask whether they want any 
further calculations on that, because if they do we will try 
to get them ready before the rebuttal on this matter, as I do 
not want to leave it unanswered. 

The Chairman: Mr. Wozencraft? 

Mr. Wozencraft: Yes, sir, I have several questions to 
ask this witness. 

The Chairman: No, I do not mean that. Do you want the 
information requested? 

Mr. Wozencraft: I want the information I asked for. I 
do not agree with counsel’s statement as to what it was. 

The Chairman: Suppose we let the record state what it 
was. 

Mr. Wozencraft: It can be stated very definitely. 

The Chairman: Will you try to get it, Mr. Kern? 

Mr. Kern: I am just merely trying to avoid the unneces¬ 
sary work on this question because it will not give true re¬ 
sults. 

Mr. Wozencraft : Let me see after mv re-cross-examina- 
tion whether there is any additional information or not. I 
want to leave the request in the record now and we will see 
if it is withdrawn after the re-cross-examination. 

The Chairman: All right. 

Bv Mr. Kern: 

W 

Q. I believe you stated in reply to a question by counsel 
for the Commission this morning that your answer made 
to the question of the attorney for the R. C. A. as to 
whether the three countries, England, France and 

894 Germany would be sufficient to enable Commercial 
Cable to continue to operate at a profit was based 

on the fact that Mackay Radio would have circuits to other 
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countries in Europe, so that the service wduld be still 
rendered by the system companies to all the! points now 
served? A. Oh, yes. 

Q. If the Commercial Cable Company was confined in 
its operations and had no associate company giving service 
to other countries in Europe would it be possible to main¬ 
tain the volume to these three countries, or would there be 
a tendency for that volume to shrink? A. I am quite sure 
that the Commercial Cable Company could not|maintain its 
volume of traffic with those countries if it had no radio 
connection, and if over a period of years, a^ we believe 
would happen, the R. C. A., having the only radio connec¬ 
tion with most of the continental countries, woiild get prac¬ 
tically all of the business from those countries the same as 
they are doing now, Norway, Sweden and Poland. The 
fact that they would deliver all that traffic, either them¬ 
selves or through the Western Union Company, in the 
United States, would not only help them to bhild up that 
traffic in the eastward direction, but as I have previously 
testified, it would certainly help them to build up the traffic 
for Great Britain, Germany and France. 

Q. And even with the kind of connection that Western 
Union has with the R. C. A., apparently that 4oes not give 
them very much help in getting returned traffic from Nor¬ 
way, if those figures are correct, does it, 302,obo messages 
sent by Western Union to Norway, and 55,512 re- 
895 ceived from Norway? A. It is quite obvious, sir. 

Q. Do you know whether the Western Union traffic 
to Norway has increased or decreased during the last few 
years? A. I don’t know that, no. 

Q. You don’t know that. The question was asked by R. 
C. A.’s attorney also, on page 716 of the record as to 
whether the traffic revenue of Commercial Cahle Company 
has been reduced by Mackay competition. Your answer is 
given in the record to the particular countries that there 
has been a reduction, although the system revenues have 
been increased. I will ask you has there been a reduction in 
this volume of traffic due to radio competition, not limited 
to Mackay Radio, but to any radio competitioij that exists 
with the Commercial Cable Company? A. Mosjt decidedly. 

Q. It is not Mackay Radio that has reduced your volume, 
it is the fact of radio itself, is it not ? A. That is right, yes, 
sir. 
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Q. Whenever a radio circuit is opened with a foreign 
country and the foreign administration has a 50 per cent 
interest in the receipts of the circuit the amount of traffic 
that is handled by that radio circuit that was formerly 
handled by the cable companies results in a 50 per cent de¬ 
crease in the total amount received bv the American cable 

w 

companies, is that not the case ? A. Yes, if the contract is 
on a 50-50 division basis. 

Q. Well, substantially- that. A. It mav varv. 

Q. You were asked to furnish some figures as to 

896 the amount of traffic that came to Norway that or- 
iginated outside of the first zone, or from the Pacific 

Coast. Have any figures been prepared on that? You 
stated this would be a big job to dig out that information. 
A. No, we didn’t prepare any. I think we had an under¬ 
standing with the R. C. A. that that information was not 
needed, they would not press for it, and neither they nor 
we cared about digging that information out of our 
records. 

Q. They stated they would be willing to prepare that, 
and if we are to furnish it then all right, but your under¬ 
standing now is the amount of time required and the ex¬ 
pense involved is such that they are satisfied not to prepare 
that information at this time for the record? 

Mr. Wozeneraft: The record may show that our comp¬ 
troller tells me that it is utterly impossible for us or any¬ 
body else to prepare in the amount of time available the 
information requested, and therefore the request is cer¬ 
tainly not pressed. 

Mr. Kern: We are not asking for the same thing from 
the R. C. A. in view of the time involved. 

Bv Mr. Kern: 

* 

Q. Mr. Goldhammer, do you believe it would be in the 
public interest that under an existing legislation, without 
any amendment, that R. C. A. should have the only direct 
radio circuit to Norway? A. No. I think that I have tes- 
titled to that effect several times. 

Q. Do you believe it would be in the public inter- 

897 est that any one company under any circumstances 
should be given exclusive rights to any one country 

under an existing legislation for direct radio circuits? A. 
Certainly not. 
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Q. It is not a question of personality of corporation or 
anything of that kind then in your opinion? A. Right. 

Q. It is a question of the effect of radio competition upon 
general communication services which should be taken into 
consideration, rather than an individual competitor? A. 
Yes. So long as the policy of the Government favors com¬ 
petitive service that competitive service should jexist in the 
radio field as well as in the cable field. And I certainly 
think that it would be against public interest to give any 
radio company an exclusive right to communicajte via radio 
with any part of the world. 

Q. Do you think it would be in the public interest to pro¬ 
vide that only one company should be allowed tp have com¬ 
petition by cable ? A. No, for exactly the same reasons. 

Q. Do you think it is to the public interest ito say that 
the only competition that will be permitted will be a radio 
company against a cable company, one radio company 
against cable companies? A. No. 

Q. Irrespective of the question of competition on the 
cable side, even if there were all the cables Aere of one 
company, the result would be the same, wiould it not, 
898 as to the effect of radio competition where adminis¬ 
trations are interested in sending by radio instead 
of sending by cable, financially interested? A. Yes, the 
situation would be the same. 

Q. You were asked the question as to whether the offer 
of Mackay gave financial benefit to Norway. jLet me ask 
you this question: Did the establishment of tlfe R. C. A. 
circuit to Norway give financial benefits to the Norwegian 
Administration? A. Most decidedly. 

Q. To a much greater extent than the Mackajj- Radio cir¬ 
cuit would give the same type of benefit to the | Norwegian 
administration? A. Based on the existing volutne of traf¬ 
fic. j 

Q. Or on the probable volume of traffic on tjie effect of 
a division of tolls that were formerly owned pntirely by 
American cable companies? A. My understancjing is that 
the Mackay Radio contract provides for a division of the 
tolls on the same basis as the R. C .A. 

Q. Then the effect upon the general conimunication 
services is the effect of radio, the use of radio circuits, and 
not the effect of a particular person who use3 those cir- 

I 
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cuits, whether it is an associate company or a competitor 
company? A. That its so. 

Q. And this answer applies, does it not, that there is 
the disadvantage to American communication companies 
of surrounding traffic to radio circuits from the 

899 point of view of the revenue of American companies, 
applies to all countries with which radio circuits are 

established, where there is a division of tolls? A. That is 
right, yes, sir. 

Q. The only exceptions would be cases where they own 
both ends of the circuit, like Hawaii and the Philippines? 
A. Yes, that is true. 

Mr. Kern: Those are all the questions on redirect. 

The Chairman: Mr. Wozencraft. 

Recross-Examination 

By Mr. Wozencraft: 

Q. Ybu stated a moment ago that a radio circuit always 
reduced the American cable companies ’ revenue 50 per cent 
in answer to a question by Mr. Kern. A. Approximately 
50 per cent, yes. 

Q. Have the cable companies— A. (Interposing) Well, 
I would like to qualify that. When I made that answer I 
was thinking principally of our traffic with places like 
England and France for points beyond in the interior. In 
continental Europe our proportion of the total rate of 
course is considerably less than it is with England and 
France. 

Q. Then your statement does not apply to the general 
situation, because obviosly there are large out payments 
beyond the cable terminals which makes the general state¬ 
ment as first made entirely incorrect; that is a fact, is it 
not? A. Well, I wanted to qualify it in the way I did. As 
to our out-pavments of course on cable traffic I don’t know 
of a single case where our out payments are any- 

900 thing like 50 per cent of the total rate. 

Q. But they are substantial in many instances? 
A. In some cases, yes, sir. 

Q. How about South Africa and India? A. Well, on a 
message to South Africa and India I think our proportion 
across the Atlantic is more or less unaffected. 
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Q. Just what do you mean by that? A. I think that we 
get— I don’t know exactly what the proportion jis, but I be¬ 
lieve that on messages for places like South Africa we get 
—practically' our normal trans-Atlantic proportion. 

By The Chairman: 

Q. Which will probably be less than half of-} A. (Inter¬ 
posing) Of the total rate. 

Q. Of the total rate? A. Oh, yes. Well, we; are not in¬ 
terested in that case in the rate beyond our termini. 

Bv Mr. Wozencraft: 

V 

Q. It is the universal policy of the Europearl nations, is 
it not, to permit no corporation foreign to the various 
countries to build radio stations and establish radio serv¬ 
ices within their territory limits? A. I believb that is so, 
yes, sir. 

The Chairman: Will you read that question? 

(The question and answer were read by the reporter.) 

By Mr. Wozencraft: j 

Q. Just as that is the United States policy?! A. Yes. 

Q. Then if a company, a radio-telegraph corn- 
901 pany, is to conduct their service to any European 

country from the United States it must be on a part¬ 
nership basis with the Administration or company conduct¬ 
ing the radio service in that country, must it not? A. Yes. 

Q. That is inevitable and universal? A. Yes, sir. 

Q. So that when the first radio circuit is established the 
establishment of the partnership basis with the Administra¬ 
tion or the country involved necessarily follows, that is 
right, is it not? A. Bight. 

Q. When a second circuit is established by radio-teleg¬ 
raphy, and additional profits are turned over to the for¬ 
eign administrations, or company, and the revenue is thus 
taken away from a sister cable company, that presents an 
entirely different picture, does it not? A. It presents an 
entirely different picture of the company* that had the 
original radio connection. 

Q. The answer thus far is obvious. Won’t! you please 
extend it and make it cover the entire situation? It pre¬ 
sents also a very different picture in so far as the second 


538 


MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 


radio and its affiliated cable companies are concerned, does 
it not? A. Yes, it does present a different picture. 

Q. In other words, it is necessary in establishing direct 
radio-telegraph service between the United States and a 
foreign country to do it on the basis of partnership; that is 
right, is it not ? A. Yes, sir. 

S02 Q. And a partnership division of tolls, some di¬ 
vision, whatever the percentage may be; that is 
right, is it not? A. Yes, sir. 

Q. But when a cable company already offers service to 
that same foreign country what is the necessity of taking 
the revenue from the cable company and increasing the 
revenue of the foreign administration or countrv by the 
addition of a second direct radio-telegraph circuit or 
service? A. Mr. Wozencraft, I think you are getting back 
to the question that you asked before. The necessity is that 
you have already taken away most of our business from 
those countries, and the only way that the Cable Company 
can protect itself against future losses it to establish a 
radio circuit. 

903 Q. The desire to establish direct service between 
Mackay and Norway then is to help the commercial 
cable? A. That is one of the reasons. 

Q. Now whatever the traffic situation between the United 
States and Norwav mav be, as demonstrated by the chart 
shown to vou last week—and I refer to Commission’s Ex- 
hibit No. 37 in the Telegraph Order No. 12 hearing,—the 
fact remains, does it not, that Commercial Cable Company 
for 1934 at the end of 1934 was enjoying a larger per cent 
of the entire international ielegraph traffic between the 
United States and foreign countries than it had enjoyed 
during any time shown on the chart, and the chart began 
with 192G or 1927 ? A. The chart shows that the Com¬ 
mercial Cable Company in 1926 had 20.7 per cent of the 
total annual revenues and in 1934 it had 20.8 per cent. 

Q. 21.8 is it not? A. My figures show 20.8. 

Q. I will show you the chart. A. Then there is a mistake 
in typewriting. 

Q. It is written right here, it is typewritten. A. I see. 
And the R. C. A. shows that in 1926 they had 10.9 per cent 
and in 1934, 18.2 per cent, but it is difficult from these fig¬ 
ures, Mr. Wozencraft to make a fair comparison between 
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the R. C. A. and the Commercial Cable Company because, 
as I understand it, these percentages that are Quoted here 
for the R. C. A. include traffic for South America and the 
Far East, as well as for Europe. If your figqres showed 
European traffic only the comparative results might 

904 show up quite differently. j 

Q. And very much more to the disacfvantage of 
R. C. A. C., is that not true ? A. I should think the reverse, 
but I do not remember, without knowing the figures, with¬ 
out seeing your figures. I have a copy here qf Commis¬ 
sion’s Exhibit No. 38 which shows that— 

Q. (Interrupting) May 1 see it? All right.) A. (Con¬ 
tinuing) Which shows that compared with an index figure 
of 100 in 1926 the radio communication company’s per¬ 
centage of revenues— 

The Chairman: What company? 

The Witness: The R. C. A. Communication^. (Continu¬ 
ing)—increased to 108.5 per cent in 1934. 

Mr. Kern: Increase by 108 per cent? 

The Witness: No, to 108 per cent. 

I 

By Mr. Wozencraft: 

Q. That is as compared with 100? A. As compared with 
100 in 1926, whereas the Commercial Cable decreased from 
100 in 1926 to 65.2 per cent in 1934. 

Q. Now, that is on the basis of revenue as j opposed to 
percentage of world traffic, is it not? A. I believe that is 
so, yes, sir. 

Q. So that the only thing this Exhibit 38, from which 
you are now reading, shows is that the Commercial Cable 
revenue fell off and not that the Commercial Cable revenue 
was any smaller percentage of the total revenue of Radio 
Telegraph & Cable Company’s conducting the international 
telegraph business between the United j States and 

905 foreign countries? A. Well, that showsj that— 

Q. I want you to answer the question and then make 
any observation you want to make. A. Will you just re¬ 
peat it? 

(The question was read by the reporter.) 

A. That is true, but of course our revenue could not fall 
off without a falling off in business. 
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Mr. Wozencraft: Mr. Reporter, will you read the last 
question and answer ? 

(The record was read by the reporter.) 

By Mr. Wozencraft: 

Q. It is a fact, is it not, that between 1926 and 1934 R. 
C. A. Communications opened a number of new circuits 
and services to foreign countries? A. I believe that is 
correct, yes, sir. 

Q. So that the increase in revenue of R. C. A. Communi¬ 
cations from 1926 to 1934 was obviously affected by the 
new services opened, was it not ? A. I believe that that is 
correct' That is what we are contending, that every time 
you open up a new circuit you are taking some business 
away from us. 

Q. And yet Chart No. 37, or Exhibit No. 37 proves very 
definitely, does it not, that during 1933 and 1934, the last 
two years that the chart covers, the Commercial Cable 
Company gained fractionally more than R. C. A. Communi¬ 
cations, Inc., in the percentage of international telegraph 
business handled between the United States and 
906 foreign countries? A. That is so, but as I men¬ 
tioned a moment ago, I am not at all clear whether 
this presents a fair comparison between the R. C. A. and 
the Commercial Cable Company. It would be more inter¬ 
esting if the R. C. A. figures showed their Atlantic traffic 
only in comparison with the Commercial Cable Company, 
to see whether their Atlantic figures showed a greater per¬ 
centage of increase in participation than the Commercial 
Cable Company. 

Q. Does the graph, showing that while Commercial 
Cable Company increased its percentage of business the 
Commercial Pacific Cable Company decreased to some ex¬ 
tent its percentage of business, not indicate to you that at 
least a portion of the business obtained by R. C. A. C. came 
from the Pacific rather than from the Atlantic? A. I would 
not say that that was so either, because our business, the 
Commercial Pacific— 

Q. (Interrupting) What is that chart? Let us look at 
that chart. A. Yes, I know. 

Q. Have you got a percentage of amounts there? A. 
These are percentages, are they not? 
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Q. I do not know what you have before you. A. This is 
the same as that (indicating). 

Q. Fine. All right. The Commercial Pacific business 
from 1926 to 1934 went from 8.3 of the total U. S. interna¬ 
tional telegraph business to 6.1 per cent in 1934,| did it not? 
A. To 6.4. 

Q. 6.1. Pacific, 6.1 in 1934. A. These figures are 

907 a little mixed up. That is correct according to that 
statement. 

Q. Then if the Commercial Pacific percentagej went down 
2.2 and the Commercial Cable percentage wenf; up .9 per 
cent it would look like any increase of R. C. A. jC. business 
at the expense of the cable companies came largely from 
the Pacific, would it not? A. I think, Mr. Wozepcraft, that 
that is largely a theory that you have. 1 should like to see 
the actual figures of the R. C. A., the figures of their 
Pacific traffic, or the percentages of their Pacific traffic 
compared with the Commercial Pacific. 

Q. Mr. Goldhammer, I have not seen the figures from 
which this chart was prepared, or if 1 have I do not now 
recall it, but the chart was prepared by a Commission en¬ 
gineer from sworn statements filed by the variojus compan¬ 
ies in connection with the hearing under | Telegraph 
Division Order No. 12. You haven’t any reason to doubt 
the correctness of this chart, have you? A. N]ot at all. 

Q. The correctness of the chart was not challenged in 
Telegraph Division hearing on Order No. 12, Vas it? A. 
And I am not challenging it now, except that y(>u are, as I 
understand you, assuming that the loss of the Commercial 
Pacific Company’s traffic has been a gain to tile R. C. A., 
and there is nothing in these figures to indicate that. 

Q. Neither is there anything in these figures to indicate 
that R. C. A. competition with Commelrcial Cable 

908 Company has in any way been detrimental to its 
percentage of international telegrapi business 

handled between the United States and foreigi countries, 
is there? A. Well, I want to get back again to my previous 
statement about the R. C. A. Atlantic percentages. I would 
like to see how they show up in comparison with the Com¬ 
mercial Cable Company’s figures. It must l|e perfectly 
obvious that where you are taking practically the whole of 
our business from Norwav and from Sweden arid from Po- 

* I 
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land, that our figures are bound to be affected by that com¬ 
petition. 

Q. Is it not obvious that if we are taking business from 
vou from various countries that you are getting it from 
somebody else faster than we are taking it from you '! A. I 
am not inclined to admit that either. 

Q. The figures show, however, do they not, the figures 
prepared by the Commission from sworn statements of the 
companies show that Commercial Cable Company in 1934 
handled a larger percentage of the international telegraph 
business between the United States and foreign countries 
than it had handled at any time during the preceding eight 
vear, that is a fact, is it not? A. That is true, and so has 
the R. C. A. 

Q. The R. C. A. has for the reasons already brought out. 

Mr. Kennedy: Mr. Chairman, I would like to correct Mr. 
Wozencraft to this extent, that the percentage figures 
which he has been using, attached to Graph 21, or attached 
to Commission’s Exhibit No. 37, were figures which were 
revised before the exhibit was introducd. There is 
909 a slight difference in the percentages which we got 
before the exhibit was introduced in the hearing on 
Order No. 12 and the corrections were made before the ex¬ 
hibit was introduced. 

Mr. Wozencraft: I appreciate very much the courtesy 
of Commission counsel in correcting an error that I did 
not know about. I have the original exhibit as handed to 
us, and while I feel certain I must have known at the time 
of the change, there was no record of it, and apparently 
Mackav counsel and I both got the revised figures. Let us 
see what the revised figures show. 

Bv Mr. Wozencraft: 

•f 

Q. The figures are changed, Mr. Goldhammer, but only 
in the matter of degree and the facts still stand. Under 
the revised figures, as handed me by Commission counsel, 
the percentage of the international telegraph business 
handled by Commercial Cable Company in 1926 was 20.7 
and in 193*4 20.8, and for the first 10 months in 1935, figures 
which have obviously just been added, 19.6. 

The R. C. A. Communications, Inc. percentage of inter¬ 
national telegraph traffic between the United States and 
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foreign countries handled in 1926 is 10.9; in 1934, 18.2; for 
the first 10 months in 1935, 17.9. The percentage of both 
Commercial Cable and the R. C. A. Communications was 
off somewhat in the first 10 months of 1935. That is true, 
is it not ? A. Yes. This shows that yours is off about .3 of 
1 per cent and our is off 1.2 per cent. 

Q. That is correct. And Commeifcial Cable, 

910 according to the revised figures, still handles itself 
1.7 per cent more of the international telegraph traf¬ 
fic between the United States and foreign countries than 
does the entire R. C. A. Communication world-wide system, 
that is correct, is it not? A. That is so. 

Q. Now, let us add up, if you will please, the! new figures 
here. Have you a sheet of paper? The figure^ here of the 
percentage of international telegraph business! handled by 
the companies composing the international system, for the 
first 10 months of 1935 the Mackay total is shown as 2.9, is 
it not, and that is up from 2.1 for 1934, is it nojt? A. That 
is right. 

Q. The Commercial Cable, 19.6; All-America Cable, 
20.9; Commercial Pacific Cable, 4.8. What percentage does 
give you ? A. That makes a total of 48.2 per cent. 

Q. 48.2 per cent that is being handled by the Interna¬ 
tional System companies as opposed to 17.9 peir cent which 
is being handled by R. C. A. Communications, Inc., is it 
not? A. Yes, that is correct, but of course jyou are not 
mentioning anything about the important factor of the 
money sjient for our plant and equipment in jail the parts 
of the world that you are putting it to. 

0. We spent money for plant and equipment too. Let us 
get the traffic figures. Will you please combing the Mackay 
Radio total and the Commercial Cable tbtal for 1934 

911 and the first 10 months of 1935? For 1034 the Mac- 
kav Radio total was 2.1. I show vou the! figures here 

on the graph. A. Yes. 

Q. The Commercial Cable 20.8 making a total of 22.9, is 
that not right? A. That is right. j 

Q. For 1934 the R. C. A. Communications total was 18.2; 
for the first 10 months of 1935 the Mackay Radio total is 
2.9 and the Commercial Cable total is 19.6, making a total 
of 22.5, a decrease of .4 per cent, is that right? A. Yes, sir, 
.4 of 1 per cent. 


! 

i 
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Q. .4 of 1 per cent. And the proportion of the business 
handled by R. C. A. Communications in the first ten months 
of 1935 is 17.9, which, subtracted from 18.2, leaves .3 of 1 
per cent l A. That is right. 

Q. So the percentage seems to remain pretty much the 
same as between the companies, does it not, Mr. Goldham- 
mer? A. Yes, based on these figures, that is true. 

Q. They are Commission figures. You do not challenge 
their accuracy, do you ? A. No, no, we do not challenge 
that, I want to make that clear. 

Mr. Kimball: Just a minute. I want the record to show 
that the figures from January 1st to October 31st, 1935, 
have no part and were not part of Commission’s Exhibit 
37 as that exhibit was submitted in order No. 12. 

Mr. Wozencraft: I have stated for the record, Mr. 
912 Kimball, that those figures obviously had just been 
added. 

Mr. Kimball: I do not want them to appear in this rec¬ 
ord as having been in the other record. 

Mr. Wozencraft: All right. 

Mr. Kennedv: I think the record should show that Mr. 
Woodward added the figures for his own information and 
not for anv use in this hearing, or anv other hearing. 

Mr. Wozencraft: He made them right, did he not? 

Mr. Kennedy: I assume so, Mr. Wozencraft. 

The Witness: There is another point that I would like 
to get cleared up, if I may. These figures, as I understand 
them, fire based on revenues. I would like to see the com¬ 
parison made on the basis of messages handled via the 
Commercial and the R. C. A. Your traffic, of course, in the 
Pacific and All-Americas and South America is added in 
your revenue totals, which helps to naturally increase them 
on account of the larger rates that you enjoy in South 
America and the Pacific as compared with the Atlantic. It 
seems to me that on a message basis the comparison might 
show up quite differently than the one shown here on a 
i*evenue basis. 

Bv Mr. Wozencraft: 

* 

A. Well, that is obvious, of course, Mr. Goldhammer, 
both to you and me, that neither of your companies, nor 
any of your associate companies, nor mine have had any- 
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thing to do with suggesting the basis on which this com¬ 
pilation should be compared. You agree with that, do you 
not? A. Yes. 

Q. We are simply taking the figures which have 

913 been prepared by the Commission, are we not? A. 

Right. ! 

Q. And, after all, we pay wages and operating expenses 
and conduct research and development activities on the 
basis of the revenue received, do we not ? A. Yes, that is 

' I 

true, but you are trying to make a guess tha| the Com¬ 
mercial Cable Company is still holding its own in the At¬ 
lantic, notwithstanding the R. C. A. competition, and you 
are basing it on revenue that has nothing to cjo with the 
Atlantic situation, or I assume a substantial part of the 
revenue that has nothing to do with the Atlantic situation. 

Q. Well now, the Commercial Cable revenue shown on 
that chart has something to do with the Atlantip situation, 
has it not, sir? A. That is onlv Atlantic? 

Q. Only Atlantic. A. As far as I know. 

Q. So that if the Commercial Cable Company revenue is 
as big a percentage as it has been heretofore it is obvious, 
whether or not that chart shows separately Atlantic rev¬ 
enue figures for R. C. A., that the Commercial (Table Com¬ 
pany’s relative position in the field has not been hurt, or 
that if R. C. A. has taken some business from Commercial 
Cable that Commercial Cable has gotten the same per¬ 
centage of business from somebody else, is tha,t not true? 
Is that not a comparable figure ? A. I cannot admit, in the 
face of facts, that we know where we have been hurt. 

914 Q. You know where you hurt somebody else? A. 
Where we hurt anvone else? 

Q. Yes. A. I do not know of any, except what I said the 
other day, that the chart or graph there indicates that the 
Western Union fibures have gone down a little 'bit. 

Q. Is it not conceivable to you that you halve now as 
much business from Western Union as we contejnd we have 
taken from you? A. I cannot answer that, I do not know. 

Q. The graph does distinctly indicate your relative posi¬ 
tion in the field in 1926 and in 1934, and in the jntervening 
years, does it not? A. With respect to revenues, yes. 

Q. And again, that is what we live on. Now, let us refer, 
for a'moment, to the figures that I asked about and which 
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you said you had had no opportunity to compare. Perhaps 
we can cover the territory. Well now, without asking you 
to make the detailed calculation, it is a fact, is it not, that 
Mr. Stone testified that the increase for operating expense 
to Mackay in opening the Norway circuit would be approx¬ 
imately $3,600? A. That is right, yes, sir. 

Q. And it is a fact,—and I am limiting this question now 
to the figures shown on the charts attached to the Mackay 
Radio response to tlie Commission questionnaire, and I will 
come to the typewritten answers to the questions later, 
—it is a fact, is it not, that as shown on that chart, the rev¬ 
enue of Mackay Radio from the Norway circuit on 

915 the basis of the business from the United States to 
Norwav now handled bv Commercial Cable and bv 

Mackay Radio would be something more than $2,000 less 
than the revenue now received by Commercial Cable from 
the same business? A. That is correct, yes, sir. 

Q. And it is true, is it not, that in addition to that $5,600 
plus there would have to be computed a sum, amount un¬ 
known, which the Commercial Cable Company would feel 
obligated to pay to the Great Northern Company for busi¬ 
ness now handled by the Commercial Cable Company and 
which would be handled bv the direct Mackay Radio cir- 
cuits from the United States to Norway? A. Yes, if we 
have to make that payment, that is true. 

Q. Now, it is also true, is it not, that in the figures used 
in the calculation made that Mackav Radio would be 
handling from Norway to the United States 73,343 words 
in addition to the words now handled from Norway to the 
United States by the Commercial Cable Company? A. 
That is right. 

Q. Now, that would be revenue and business which would 
be taken away from R. C. A. Communications, Inc., that is 
right, is it not? A. Yes. 

Q. And for which R. C. A. Communications, Inc. now re¬ 
ceives revenue, is that right? A. Yes. 

Q. And for- which Mackay would receive no revenue, is 
that right ? A. For which Mackay would receive no 

916 revenue? 

Q. Yes. You said that you handle 73,343 words 
and would still handle the amount for $2,000 less than the 
Commercial Cable is now receiving from the same busi- 
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ness. A. Yes, but I did not say they were not going to get 
anything for it. 

Q. Then shall we say: For which the Mackjay System 
companies or the International System companies would 
not receive any revenue, that is right, is it not?; A. I can¬ 
not quite see that. 

The Chairman: You mean revenue above what they are 
getting for handling the other traffic? 

Mr. Wozencraft: Yes. 

• The Witness: Yes, that is all right. 

By Mr. Wozencraft: 

Q. They are getting now revenue from 73,343 words. 
We are adding 73,343 words, without increasing the rev¬ 
enue, that is right, is it not? A. Yes. Without increasing 
the revenue? 

Q. Without increasing the revenue. A. That is right. 

Q. It was on that assumption that I said words for which 
they would get no revenue. We may differ about phrase¬ 
ology, but we will not differ, I think, about the facts. 

Now, how would Mackay go about increasing jits business 
to Norway? What steps would be open to it? jA. Well, of 
course, in the first place, the increased volume of traffic re¬ 
ceived by Mackay Radio for delivery into| the United 
917 States would give us material, would give the Mac¬ 
kay System material for increasing the jtraffic from 
the United States to Norway. i 

Q. In other words, it would intensify the corppetition in 
this country?* A. That is right. 

Q. All right. Now, what else? A. Well, thait, of course 
we hope and expect, would increase our revenues on traffic 
to and also from Norway, because as we increase our traf¬ 
fic to Norway we expect to get a larger percentage of the 
westbound traffic from Norway. 

Q. Do you or not expect also to develop additional busi¬ 
ness in Norway itself by solicitation? A. I djo not think 
that that has been definitely decided upon, as to whether 
Mackay will continue solicitation efforts in [Norway. I 
imagine that that would be largely a matter of arrange¬ 
ment between Mackay Radio and the Norwegian Admin¬ 
istration. 

Q. And you feel that with the large number of Postal 
offices available to it that Mackay could build lip a greater 



548 


MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 


volume of business from the United States to Norway than 

* 

they now handle by Commercial Cable Company? A. Yes, 
sir. 

Q. And that that automatically produces a larger volume 
in the reverse direction? A. Yes, sir. 

Q. The facts are undisputed, of course, that Mackay does 
have available to it the entire Postal Telegraph System for 
pickup and delivery and solicitation, that is right, 

918 is it not? A. That is right. 

Q. The facts are undisputed, are they not, that 

R. C. A. has about some 20 offices available to it, plus the two 

for nine messages from the Western Union? A. Plus the 

entire svstem of the Western Union. 

* 

Q. Plus the two for nine messages, is that not right? A. 
Yes, bat I imagine you also have some routed business. I 
do not know, but you probably get some routed business. 

Q. Now, the response of Western Union to which you 
have referred shows very clearly, does it not, that Western 
Union is competing constantly with R. C. A. C. for business 
from the United States to Norway and that it does not 
turn over to R. C. A. C. anything like the total volume of 
business from Norway which Western Union develops? A. 
The figures, as reported, would indicate that. 

Q. What volume of traffic do vou think that Mackav will 
be able to develop from the United States to Norway? A. 
That is a question that I do not think anyone can answer, 
Mr. Wozencraft. 

Q. Does the International System project ^radio circuits 
without traffic studies to determine the volume of business 
which can be produced, and making an estimate of ex¬ 
penses and receipts ? A. Well, we try to do that in de¬ 
ciding on what we are going to do with such information 
as we have available, but our main consideration in this 
particular instance that we are talking about, Norway, is 
the fact that we wanted to place our system in a 

919 position to offer a service in competition with the 
R. C. A., and we wanted to recover as much as we 

could of the business that we had alreadv lost to the R. 
C. A. 

Q. You did not want to lose any back to the Western 
Union, or whoever you got some from, did you, in that con¬ 
nection? A. Naturally not. 
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Q. So regardless of whether it would be a profitable or 
unprofitable venture to I. T. & T., I. T. & T. ju^t wanted a 
radio circuit to Norway because R. C. A. had due, is that 
right? A. Not at all. I did not say it would not be a 
profitable venture. 


Q. No, sir, you did not. A. I said quite the contrary. 


Q. You said you did not have any figures. You said that 
was not the primary thing that actuated you, is the way I 
understood you. A. I did not even say we did n °t have 
any figures, at least that is my recollection of my state¬ 
ment, but we have made some studies, and we figured out 
that if we could recover the business that we l<jst and get 
some additional business which we naturally exjpect result¬ 
ing from the opening of a direct circuit with Norway, that 
we would be making more money, the system would be 
making more money than we are making from pur present 
cable circuits. 


Q. How much business do you expect to develop? A. 
I do not know. 

920 Q. Do you expect to double it? A. No one can 
prophesy that. 

Q. Well, you said you did develop some figures. What 
were those figures? A. Well, we have made sofne calcula¬ 
tions based on the Commercial Cable Company’^ traffic, the 
traffic it was still handling to and from Norwayj, and made 
an assumption, and I think a very proper oife, that we 
would get an additional volume of traffic to and from Nor¬ 
way as the result of our Mackav Radio circuif, and that 
that increased volume of traffic would compensate us for 
all these other disbursements that you have mentioned. 

Q. How much additional increased volume of traffic? A. 


I do not know. 


Q. It is just a vague hope of a vague increase of a vague 
amount, is that all you have? A. Well, I would not call it 
vague when we know how much business we hdve already 
lost, and assuming that we would recover that, and a sub¬ 
stantial volume in addition to that, because our eastbound 
traffic has also been affected by the loss of the westbound 
business, and with an increased volume of business west¬ 
bound we have every right to believe that our eastbound 
traffic would increase. Now, I cannot tell you how much 
that is going to increase. No one can tell. 
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Q. You have been in this business a long time. What is 
your best judgment as to the probable increase of traffic 
which Mackay will handle as compared with the volume 
handled by Commercial Cable to Norway? A. I am 

921 not prepared to be tied down to any guess on a 
question of that kind, Mr. Wozencraft. 

Q. Would you expect it to double? A. I would not like 
to say that we expect it to. We hope so. 

Q. You hope it will double ? A. Yes. 

Q. If it does double then you will get double the amount 
back from Norway, will vou not? A. Yes. If it doubled in 
both directions you are speaking of, are you? 

Q. I am speaking about if it doubled from the United 
States to Norway that then you would get double the figures 
that we are speaking of back from Norway, would you not? 
A. Yes. 

Q. Then the statement at the top of page 4 of the Mac¬ 
kay responses that 50 per cent of the business set forth in 
the table is expected to be traffic which now comes by Com¬ 
mercial Cable Company and connecting carriers in Europe, 
which is from Norway to the United States, would not 
apply to the situation which would result from the de¬ 
velopment of additional traffic, would it? 

The Witness: Will you repeat that please? 

(The question was read by the reporter.) 

A. I do not quite understand the point of that question, 
Mr. Wozencraft. 

Q. Counsel had you read into the record the entire para¬ 
graph from which I quoted a portion, did he not? A. Yes. 

Q. That paragraph states that 50 per cent of the 

922 amount of business shown on the table, the table at¬ 
tached to the Mackay responses, as the estimated 

volume of traffic and revenue which would come from Nor¬ 
way to the United States via Mackay, would be traffic which 
is now handled by Commercial Cable, that is right, is it 
not? A. Yes, sir. 

Q. Now, if you increase your traffic to Norway and get 
back a bigger volume from Norway to the United States 
then obviously it would no longer be true that 50 per cent 
of the business which would be handled by Mackay to the 
United States from Norway would be business now handled 
by Commercial Cable, is that right? A. As I said— 
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Q. (Interrupting) Is that right or not! 1/Von’t you 
answer the question! A. I am a little foggy no\y about the 
question. 

Mr. Wozencraft: Will you read the question, Mr. Re¬ 
porter! 

(The question was read by the reporter.) 

By Mr. Wozencraft: 


Q. Is that right? 

The Chairman: We shall recess until 2 o’clock. 

(Whereupon, at the hour of 12 o’clock noon ajrecess was 
taken until 2 o’clock p. m. of the same day.) 

923 Afternoon Session j 

The hearing was resumed at 2 o’clock p. m., pursuant to 
the taking of the recess. 


The Chairman: Mr. Wozencraft, will you proceed? 

John Goldhammer resumed the witness stand and testi¬ 
fied further as follows: 

I 

Cross-Examination (Continued) 

By Mr. Wozencraft: 

I 

Q. Mr. Goldhammer, I invite your attention to the first 
paragraph on page 4 of the Mackay response, yliich coun¬ 
self had you read into the record. That paragraph says does 
it not, that of the traffic, which the respondent indicates will 
be handled from Norway to the United States via Mackay 
Radio, under the proposed contract 50 per cent is expected 
to be traffic which now comes by Commercial Cable and 
connecting carriers from Norway to the United States? A. 
Yes, I think that is right. 

Q. And if Mackay succeeds in increasing the amount of 
its business from the United States to Norway then the 
amount of business from Norway to the United States via 
Mackay will also increase under the terms of the contract; 
is that true? A. It will increase? 

Q. Yes. A. Yes. 

Q. Then the amount of that increased traffic will no 
longer be made up to the extent of 50 per cent of the traffic 


i 
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now handled by Commercial Cable and connecting 

924 carriers from Norway to the United States, would it? 
A. No. That would increase as the proportion— 

Q. (Interposing) You mean decrease, don’t you? A. 
What ? 

Q. All right. Go ahead. Excuse me. A. It would in¬ 
crease as the proportion of our eastbound traffic increased. 

Q. And if the traffic from Norway to the United States 
increases the percentage of it represented by business now 
handled from Norway to the United States bv Commercial 
Cable naturally will decrease? A. Let me see 'whether I 
understand that correctly. Take a hypothetical figure of 
100 messages. 

Q. All right. A. If our present percentage of 50 per cent 
represented 50 westbound messages, and our westbound 
traffic increased to 150 messages then our percentage of the 
westbound traffic would increase from 50 to 75 per cent. 

Q. And the proportion of the increased amount repre¬ 
sented bv business now handled bv Commercial Cables 

•f » 

would decrease as the total amount of westbound increased, 
of course? A. The Commercial Cable traffic? 

Q. Yes. A. Yes. 

Q. And the percentage of the Mackay Traffic represented 
by the Commercial Cable traffic under the present system 
would become smaller as the Mackay traffic increased? A. 
I think that is right. 

925 Q. I think that is simple. A. That is right. 

Q. And that business from Norway to the United 
States would be at the expense of R. C. A., of course? A. 
Naturallv, ves. 

Q. If via Mackay becomes the normal international sys¬ 
tem route eastbound from the United States to Norway 
then isn’t it neeessarilv the fact that the tendencv will be for 

via Mackav to become the normal route westbound for in- 
* 

ternational system traffic, and that Commercial Cable traffic 

from Norwav to the United States will die out? A. I think 
* 

that Mackay Radio of course would become the normal 
route and carry the great bulk of the traffic to Norway, but 
I don’t think that the Commercial Cable traffic would die 
out for the reason that I have already mentioned, that there 
are certan users who prefer a cable service to a radio serv¬ 
ice, and those users would doubtless continue to use the 
cable service instead of radio. 
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Q. If your theory is correct that a message sent brings a 

message back by the same route, and if Mackey becomes 

the normal route to Norway there will be powerful little 

Commercial Cable traffic coming back from Norway, will 

there not? A. From Norway? 

•/ 

Q. Yes, sir, to the United States. A. Yes, sir, I think 
that is right. 

Q. Now, before R. C. A. established direct Service be¬ 
tween the United States and Norway how did messages go 
from the United States to Norway? A. iThey went 

926 either via the Commercial Cable or Western Union 
cables. 

Q. From New York to where? A. They went from New 
York to London, and there they were transferred to the 
Great Northern Telegraph Company. 

Q. What was the rate before R. C. A. service was estab¬ 
lished? A. 35 cents. 

Q. How was it divided? A. I don’t recall the division. 
It was probably— 

Q. (Interposing) Wasn’t it 25 and 10? A. It! was prob¬ 
ably, I was going to say, on the basis of our regular At¬ 
lantic rate of 25 cents to London, plus the out-payments 
beyond. 

Q. Presumably 10 cents? A. Presumably 10 cents, yes. 
Q. Now, after taking out the terminal taxes ai)d so forth 
isn’t it true that Norway gets from messages from the 
United States to Norway now a smaller amount than the 
Great Northern got from messages sent from the United 
States to Norway via cable before the establishment of the 
R. C. A. circuit? A. Under the old 35-cent rate?! 

Q. Yes. A. Yes, I believe that is right. 

Q. So that R. C. A. did not increase the amount of cash 
paid to foreign administrations or companies jin the es¬ 
tablishment of its partnership circuit to Norway; that is 
correct, is it not? A. I would like to qualify that answer 
somewhat. 

927 That was at a time when the rate wa$ 35 cents. 
After we reduced our rate to meet the radio rate our 

I 

out-payment beyond London was somewhat less than it was 
prior to the opening of the R. C. A. route, becausq the Great 
Northern Telegraph Company finally did agree fo accept a 
lower proportion for the transmission over their own lines. 
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And I don’t remember exactly when the Northern Tele¬ 
graph Company sold their cables to the British and Nor¬ 
wegian Governments, but I imagine—my recollection is at 
anv rate—that it was sometime after the R. C. A. route was 
opened, and during the time they owned those cables they 
received the entire tolls between London and Norway, ex- 
cept a small terminal tax paid to the Norwegian Adminis¬ 
tration, and a transit, comparatively small transit, tax paid 
to the British Post Office. 

Q. Which was all paid to foreign companies or adminis¬ 
trations? A. Right. 

Q. Now, you know, don’t you, that everybody’s traffic to 
Norwav has decreased during the last two years? A. I 
don’t know that, no. I know ours has, of course. 

Q. Isn’t it a fact that all international radio-telegraph 
traffic has decreased, generally speaking ? A. Generally 
speaking that is true. 

Q. Is there any reason why that should not be true of 
Norway? A. I don’t know that there is any reason why 
that should not be true of Norway. 

Q. What I have said of radio-telegraph traffic ap- 
928 plies equally to cable traffic, to international tele- 
graph-cable traffic to Norway, does it not? A. Yes. 
Well, I am speaking of my own knowledge about traffic. 

Q. Is there any country to which international telegraph 
traffic has not decreased in the last two years, do you know? 
A. I don’t think there is. 

By The Chairman: 

Q. How about Ethiopia? A. I beg your pardon, Mr. 
Chairman. We are not interested in that. We don’t get 
any of that. 

By Mr. Wozencraft: 

Q. You spoke this morning in answer to a question that 
all the engineers employed in research were by Maekay. 
You meant of course by Federal, did you not? A. I think 
the question that was put to me referred to the Commer¬ 
cial Cable Company only. 

Q. I see. A. I feel quite certain that Maekay Radio still 
has some research engineers. 
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Q. The record will speak for itself. My understanding 
was the research of Mackay was being done by the Federal 
Company. 

Mr. Goldhammer, how does Commercial get by j;able from 
the United States to Belgium? A. Into Belgiujn? 

Q. Yes, sir. A. By our Atlantic cables to London, 

929 and by means of a special wire which we lease from 
the British and Belgium Governments from London 

to Antwerp and Brussels. 

Q. From London to Antwerp and Brussels. So you go 
both into Belgium and into Holland by leased wire? A. 
They are both in Belgium, these two cities. 

Q. I beg your pardon. How do you get into Holland? 
A. By the same means, by means of our cable to London, 
and thence by a special wire from London to Rotterdam. 

Q. You could lease a special wire from London to Nor¬ 
way, if you wanted to, couldn’t you? A. I dfin’t know 
whether we could. I doubt very much whether either the 
British or the Norwegian Government would lease us a 
wire in competition with their existing radio service, al¬ 
though we have never made any attempt to do sb. 

Q. Holland and Belgium have radio services, don’t they? 
A. Yes; but I feel quite certain that we had those wires be¬ 
fore the Dutch and Belgian Governments established their 
radio services, and they have never been cancelled. 

Q. But you could not continue the operation of those 
wires landing in Belgium and Holland if the Belgian and 
Holland Governments did not want you to continue operat¬ 
ing them, could you? A. Certainly not. And thht is one of 
the doubts that is running through our minds. 

Q. Has either the Belgian or Holland Government ever 
suggested that those wires be cancelled? A. Not yet. 

Q. Any reason to believe they ever will ? A. Well, 

930 I can’t answer that definitely, but their interest in 
developing the radio circuits is very keen* and they 

might, although I do not want to say that they would, but 
they might take a position sometime that those circuits are 
inimical to the interests of those two government^, and that 
they might not care to renew the lease, which runs along on 
a year to year basis. 

Q. And do you seriously think there is any danger of 
that? A. Well, Mr. Wozencraft, I frankly don’t care about 
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answering a question like that. That might be embarrass¬ 
ing to us with those administrations. 

Q. I thought the answer was so obvious that I did not 
think you would mind at all. As far as that is concerned, 
your landing permits in any country for the continued land¬ 
ing of your cables depend upon the permission of that coun- 
trv, do thev not? A. That is true. 

Q. Theoretically, England might cancel your landing per¬ 
mits tomorrow—couldn’t thev? A. That is true, too. 

Q. But you don’t seriously think there is any danger of 
that happening, do you? A. Well, I would make the same 
answer to that— 

Q. (Interposing) The same answer to that? A. Yes. 

Q. Have vou tried to lease a direct wire to Norway? A. 
No. 

Q. From London? A. No. 

931 Q. Or to any other countries to which Mackay 
Radio is considering endeavoring to establish serv¬ 
ice? A. Yes. We tried to lease a circuit to Switzerland 
without success. 

Q. Did vou ever try to Germanv with success? A. We 
don’t have to lease a circuit to Germany. We have got a 
cable connection there. 

Q. But you do not know whether or not you could lease 
a circuit to Norwav? A. Mv belief is that we couldn’t, al- 
though we have never tried. 

Q. You have never tried? A. No, because for the small 
amount of traffic we yet there it certainly would not pav us. 

And I can’t imagine the Norwegian Administration doing 
anything different than it does at the present time even if 
we had a circuit of that kind, and that is to do everything 
that it can to favor the radio route on account of the larger 
tolls that they get out of the business. 

Q. You have spoken of the small amount of traffic. You 
necessarily do recognize this fact that the traffic between 
Norwav and the United States is small, do vou not? A. 
The total volume is comparatively small, but ours is, if I 
might use the word, insignificant. 

Q. What competition is there now for international tele¬ 
graph business between the United States and Norway? 
A. Well, the Commercial Cable, Western Union and R. C. 
A. From the United States—I beg your pardon—and the 
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French Cable Company. And in the reverse direc- 

932 tion I should say that the competition is very, very 
little. 

Q. Does it take only a little competition to jget 73,000 
words from a country? A. Well, 73,000 out of—I don’t re¬ 
call your figures—something like 900,000—is it-|—I should 
sav is verv small. 

Q. Something like that. 

Mr. Kern: That is the R. C. A. traffic? 

A. Well, I meant the R. C. A. traffic. I should say that 
was small. 

Mr. Kern: The total is over a million and thiee. 

By Mr. Wozencraft: 

Q. You do not think your rule that a messag^ tends to 
bring back a message applies to Norway ? A. Yes, I do. I 
think that if we could get more traffic from Norway we 
would get more traffic to Norway. 

Q. I said applies in Norway. A. In Norway ? 

Q. Yes. A. In the reverse direction? 

Q. Yes. A. No, I certainly don’t; not with tjie present 
type of competition that we have there. 

Q. Do you think it applies in the United States? A. It 
would apply in the United States, yes. 

Q. Do you think it does apply to the United Sltates? A. 
You mean if we got more business to the Unitedj States ? 

Q. I mean in the present situation. A. The present situ¬ 
ation is all against us. 

933 Q. Does your rule apply in the United States? A. 
I am not clear as to your question. You asked me 

whether the traffic, whether we could get more tijaffic—that 
is what I understood the substance of your question to be— 
if we could get more traffic from Norway if wej delivered 
more traffic to Norway, and I say no. 

Q. I don’t think I said any more traffic. A. Mfliat? 

Q. You have said that the rule does not apply to the 
United States that a message delivered tends tjo bring a 
message back. 

Mr. Kern: No, he did not. 

A. I said it would apply. 

The Chairman: In Norway. 
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By Mr. Wozencraft: 

Q. Ill Norway. That is what I said. A. The first ques¬ 
tion was Norway—yes. 

Q. It does apply ? A. No, because of the competitive 
situation there, and the type of competition. 

Q. Does it apply in the United States? A. Yes. 

Q. If it does apply in the United States why are you able 
to get back twice as many messages from the United States 
to Norwav as vou bring from Norwav to the United States? 
A. I thought I answered that verv clearlv in mv initial 
statement, and the reason for that is we have got offices of 
the Postal Telegraph Company all over the United States 
to take in messages for the Commercial Cable Com- 

934 pany, and in addition to that we have our own exten¬ 
sive solicitation staff. In Norway we have one solici¬ 
tor to cover the whole country, because it isn’t worth our 
while keeping more than oni. 

Q. Does the International System, R. C. A., and others 
compete for the business between the United States and 
London? A. Oh, yes. 

Q. France? A. Yes, sir. 

Q. Switzerland? A. Yes. 

Q. Spain? A. Yes. 

Q. Portugal? A. Yes. 

Q. Italy? A. Yes. 

Q. Belgium? A. Yes. 

Q. Holland? A. Yes. 

Q. Germany? A. Yes. 

Q. Norway ? A. Yes. You can group the whole of Eu¬ 
rope as far as that goes. 

Q. Sweden ? A. Yes. From the United States. 

Q. Poland ? I said between the United States and 

935 these countries. A. When you speak of Sweden I 
would have to qualify my answer the same as I have 

done in the case of Norway. I do not consider our situa¬ 
tion in Sweden as really a competitive situation. We are 
up against a situation there where the Government favors 
the radio service and our traffic has almost entirely disap¬ 
peared, so I would not call the fact that we have one agent 
in the whole of Sweden a really competitive situation. 

Q. How many agents have you in the United States solic¬ 
iting business to Sweden? A. Well, I presume every office 
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of the Postal Telegraph Company, including our Commer¬ 
cial Department in the City of New York, can bij called so¬ 
licitors for the Commercial Cable traffic. 

Q. Russia? A. Russia? Yes. 

Q. Brazil? A. Yes. 

Q. Argentine? A. Yes. 

Bv Mr. Kern: 

*■ 

Q. That is not Commercial? A. No. 

Bv Mr. Wozencraft: 

%/ 

Q. I said International System. A. He sa|d Interna¬ 
tional. 

Q. Chile? A. Yes. i 

936 Q. Dutch Guiena? A. Yes. 

Q. Venezuela? A. Yes. 

Q. Colombia? A. Yes. 

Q. Panama? A. Yes. 

Q. Cuba? A. Yes. 

Q. Porto Rico? A. Yes. 

Q. Haiti? A. Yes. 

937 Q. Santo Domingo? A. Yes. j 

Q. Guatemala? A. Yes. j 

Q. Mexico? A. Yes. I 

Q. Honolulu. Make it Hawaii? A. Yes. 

Q. Philippines? A. Yes. 

Q. Japan? A. Yes. 

Q. China? A. Yes. 

Q. Hongkong? A. Yes. 

Q. French Indo-China? A. Yes. 

Q. Java? A. Yes. 

Q. In fact, every important point reached bv R. C. A it 
reaches in the keenest competition with the International 
System and others, does it not? A. Yes. j 

Q. If there should be a merger of the International tele¬ 
graph facilities in the United States, would yjou still be¬ 
lieve that the point should be served both byf radio and 
cable? A. I would say yes to many points, but there may 
be some points where it would be advisable to do 

938 what the British Merger did, and that is discontinue 
cable service and substitute it for radio. 
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By Mr. Kern: 

Q. Substitute for it radio? A. Yes. 

Bv Mr. "Wozencraft: 

Q. Do you think cables are on the way out ? A. Don’t 
forget ive have shareholders in our company. I don’t think 
that is a fair question to ask. I don’t mean shareholders in 
the Commercial Cable Company, public shareholders, but 
they have got an investment in our svstem. 

Q. I really want to know. Your cables you have stated 
are operating at a higher speed than they did when they 
were first laid? A. Oh yes, there is no question about that. 

Q. No question about that. And the fact that it will take 
them 300 years to wear out on the basis of the depreciation 
in 1934 has been brought out. Now are the cables on the 
way out or not? A. My answer to that is no, not under 
present conditions, decidedly no under present conditions. 
And no one can tell what developments there may be in the 
science of construction of submarine cables. I think I did 
testify to the fact that we had visions, based on fairly good 
engineering prospects, that there was a possibility of sub¬ 
marine cables being laid with a speed ranging all the way 
from 7,000 to 40,000 letters a minute. Now, what you might 
be able to do with a cable like that in competition with radio 
I don’t want to express any opinion on at this hearing. 

Q. Have you expressed or do you care to express 
939 an opinion on whether or not the Commercial Cable 
could continue to operate at a profit if Mackay Radio 
should establish direct circuits to all the leading countries 
of Europe ? A. I think that I have already testified that I 
believe that it could. 

Q. Even if Mackay established circuits to England, 
France, Germany, Spain and Italy? A. Yes. 

Q. Holland? A. Yes. 

Q. Belgium? A. Yes. 

Q. And the points reached direct? A. Yes, with the 
qualification I believe I made, that at least under present 
conditions Mackav Radio would not be considered the nor- 
mal route to countries like England, France, and at least 
Germany. 

Q. Now, assume that Mackay should succeed in estab¬ 
lishing circuits to the leading countries of Europe, what 


FEDERAL COMMUNICATIONS COMMISSION, ET 

percentage of business which Mackay would get 
think would come from the cables and from the « 
radio circuits, respectively ? A. That is merely j conjecture, 
Mr. Wozencraft. I couldn’t give you any definite figures 
on that. 

Q. Of course you couldn’t but what is your opinion as an 
expert? A. I am not even prepared to express an opinion. 
That would depend on the situation tliatj developed, 

940 or proposals that developed in connection with those 

proposed circuits. » 

Q. Do you think that the available international telegraph 
business between the United States and the European coun¬ 
tries is sufficient to enable the cables now existing, R. C. A. 
Communications and Mackay Radio all to show an operat¬ 
ing profit if Mackay extends its circuits into {hose coun¬ 
tries? A. Well, I am not in a position to say what the R. 
C. A. could do, but I certainly believe that the Mackay Sys¬ 
tem could. 

Q. What do you base that belief on ? A. Well, unless we 

establish radio circuits with one of our own radio svstems 

%/ 

the Mackay Radio, or the Commercial Cable Company is 
going to be faced with a situation in the course of years, 
and perhaps very soon, with the loss of most of the busi¬ 
ness with those countries that vou mentioned. And unless 

%> 

we have a radio service to protect ourselves ag'ainst that 
loss the Commercial Cable Company would be faced with 
the situation that I think you have been trying to develop 
here, of not being able to maintain itself. 

Q. R. C. A. Communications has not established a Euro¬ 
pean circuit since sometime before 1933, has it, Mr. Gold- 
hammer? A. I don’t know, but I will accept your state¬ 
ment of that. 

Q. I asked Mr. Winterbottom before I askec} that ques¬ 
tion. Assuming for the purpose of this question that R. C. 
A. is operating now the same circuits which it oper- 

941 ated in 1933, 1934 and 1935, what do yoh expect to 
happen to Commercial Cable Company that has not 

already happened? A. Well, the Commercial Cable Com¬ 
pany is still handling a substantial volume of jtraffic with 
countries or to the countries where the R. C. A. have es¬ 
tablished radio circuits. As time goes on I believe that that 
eastbound traffic is going to largely disappear for the rea- 
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sons that I have already given, that the R. C. A. will be 
able to develop more eastbound traffic from the traffic that 
they receive from these countries coming into the United 
States. And that is not onlv going to affect the traffic to 
those countries in my judgment, but it is also going to af¬ 
fect our traffic with countries where we are still able to give 
a good competitive service with the R. C. A. such as for 
England and France. 

Q. Mr. Winterbottom tells me our last European circuit 
was established in 1932. Will you accept his statement? 
A. Yes; I have no reason to doubt it. 

Q. Now, since 1932 the R. C. A. has had the same direct 
circuits to Europe which it has now. During those past 
years have you seen any lack of effort on the part of R. 
C. A. C. to develop business to those countries in Europe 
with which it has direct circuits? A. No. 

Q. Do you see how it could make any greater efforts than 
it has been making? A. Well, I assumed that it can’t make 
any greater efforts than it has been making, but the 
942 cumulative effect of delivering more incoming busi¬ 
ness over a period of years than the cable companies 
deliver will certainly help the R. C. A. to develop more busi¬ 
ness in the eastbound direction. 

Q. And you make that statement in the face of the figures 
in the graph introduced in Telegraph Division Order No. 
12 hearing, which has been presented to you this morning? 
A. I do, because I stated in answer to your questions that I 
don’t think that those figures are sufficiently broken down 
to sho\v a true picture for comparative purposes between 
the R. C. A. and the Commercial Cable Company. 

Q. Isn’t it a fact that they are sufficiently broken down 
to show the true picture between the Commercial Cable 
Company’s and the rest of the industry as a whole? A. 
That may be true, yes. 

Q. There is only 100 per cent, is there not? A. Yes. 

Q. And if Mackay—correct that to Commercial Cable— 
handled over a period of years the same per cent of the in¬ 
ternational telegraph business then whatever the cause the 
Commercial Cable Company’s situation remains relatively 
the same, doesn’t it? 

Mr. Kern: The Commercial Cable? You were speaking 
of the Mackay System first? 
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Mr. Wozencraft: I corrected that and said Commercial 
Cable. 

By Mr. Wozencraft: 

Q. (Continuing) Commercial Cable Companyj’s situation 
remains relatively the same, doesn’t it? j 

943 The Witness: Will you repeat that, please? 

(The reporter read as follows: “Q. And if Mac- 

kav—correct that to Commercial Cable—handled over a 
period of years the same number of per cent ojf the inter¬ 
national telegraph business then whatever th<j cause the 
Commercial Cable Company’s situation remainp relatively 
the same, doesn’t it?”) 

The Witness: That question is about as confusing to me 
as the one that I got before lunch, and unfortunately there 
is no time for an intermission just now. Could you juggle 

those words a little bit so that I can understand them ? 

, 

By Mr. Wozencraft: 

Q. Surely, I will juggle the words for you. I would be 
delighted to juggle words for you. Let us put it in this 
way— A. (Interrupting) All right. 

Q. (Continuing) Because I think the question is suscep¬ 
tible of more than one answer. If Commercial Cable Com¬ 
pany over a period of years handles approximately 20 per 
cent of the international telegraph business between the 
United States and other countries of the world, find if other 
communication carriers handle approximately ^0 per cent 
of the business then the relative position of Commercial 
Cable Company to all other carriers remains the same, 
doesn’t it? A. I think that is so, yes, sir. 

Q. And whatever new competition has come or old com¬ 
petition has gone the Commercial Cable Company 

944 position in the industry from a percentage stand¬ 
point remains the same, is that right? j A. I think 

that is right, yes, sir. 

Q. Now, do you know about the All-America exclusive 
contracts and concessions in Ecuador and Peru? A: No, 
I can’t sav that I do. 

Q. You don’t know about those? A. No. I knew—this 
is only hearsay knowledge, so perhaps I am not qualified to 
testify on that. 


564 MACKAY RADIO & TELEGRAPH COMPANY, INC., vs. 


Q. I make no objection on that ground. A. No? Well, 
I understood that they did have exclusive contracts in 
Ecuador, but it is not clear now to me whether those rights 
were waived by the All-America Cables. 

Q. You do not know whether or not the fact that R. C. A. 
C. has never been able to establish direct circuits to Ecua¬ 
dor and Pern is due to exclusive concessions and contracts 
of All-America Cables or not? A. I don’t know that. I 
never heard you ever wanted to get down there. 

Q. One last question. If the traffic available is not suffi¬ 
cient to enable both R. C. A. Communications and Mackav 
to operate at a profit, if Mackav parallels R. C. A. circuits 
to the leading countries of the world would vou still believe 
that the Mackay circuits should be established? A. Cer- 
tainlv. 

Q. Even if as a result both companies are in the red? A. 
Well, I think that everybody feels that self-preservation 
is one of the important things that everybody must try to 
achieve. We have been affected, we believe, very 
945 seriously by the R. C. A. competition in certain coun¬ 
tries. And we certainlv believe that we will be af- 

* 

fectcd more and more as time goes on. 

I don’t know anv good reason whv the Mackav Svstem 
should rest quietly and allow the R. C. A. to get itself en¬ 
trenched in all of these countries and destroy our position 
and our traffic, without doing something for our protection. 

Q. You believe the establishment of direct Mackay cir¬ 
cuits to be for the protection of the cables? A. That is one 
of the reasons, ves. 

Q. One of the reasons. And you are perfectly ready to 
see Mackav get into these countries, even if when it goes it 
remains in the red and puts R. C. A. C. into the red with it ? 
Is that so? Just answer ves or no. A. Mr. Wozencraft, 
it seems to me you are trying to force me to admit some¬ 
thing that I don’t believe in. I don’t believe that that situ¬ 
ation will develop. 

Q. Answer the question as a hypothetical question. A. 
Well, I don’t think I am inclined to answer a hypothetical 
question of that kind. I don’t know. I don’t know what the 
situation mav be. 

Q. You sit in the group of those who determine the poli¬ 
cies of these organizations, do you not? A. When we sit 
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and talk about those things we don’t talk about the de¬ 
struction of the R. C. A. We talk about trying to protect 
our own interests. 

Q. You talk about how much traffic it would take to en¬ 
able Mackay to operate in the black, doii’t you? A. 

946 That is of course a question that is naturally dis¬ 
cussed. 

Q. And how much of that traffic did you figure you would 
get from Norway? A. I don’t think that I cap quote any 
figures in answer to that question. 

Q. But you would be very much disappointed if you did 
not get more than is indicated on the chart attached to the 
response? A. Yes, sir. 

Mr. Wozeneraft: Now, may it please the Commission, 
I would like an answer to a question similar td» that which 
was asked Mr. Stone as to whether or not if the duplica¬ 
tion of the R. C. A. circuits to Europe by parallel Mackay 
circuits would leave Mackay in the red and p|ill R. C. A. 
in the red with it Mr. Goldhammer still feels thkt the Inter¬ 
national System should go ahead with that duplication. I 
would like a yes or no answer with such explanation as the 
witness may care to make. 

Mr. Kern: Wait until the Chair rules. 

The Chairman: The Chair required Mr. $tone, I be¬ 
lieve, to answer a similar question. Mr. Goldhammer, will 
you answer it? 

Mr. Kern: With qualification? 

The Chairman: Yes; any qualifications he wfants to add. 

Mr. Kern: It seems to me that has been answered. 

The Witness: Well, if it has got to be a!question of 
whether the R. C. A. is going to survive against the compe¬ 
tition of the Mackay System, or the Mackay System 

947 is going to survive against the competition of the 
R. C. A. I naturally would support in favor the sys¬ 
tem that I am connected with. 

Mr. Wozeneraft: I submit to the Commissidn that that 
is not for an answer. 


The Chairman: State more directly an answer to the 
question asked, Mr. Goldhammer. 

The Witness: Well, read that question again, will you? 
(The reporter read as follows: 
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“Q. Now, may it please the Commission, I would like an 
answer to a question similar to that which was asked Mr. 
Stone as to whether or not if the duplication of the R. C. A. 
circuits to Europe by parallel Mackay circuits would leave 
Mackav in the red and pull R. C. A. in the red with it Mr. 
Goldhammer still feels that the International Svstem should 
go ahead with that duplication. I would like a yes or no 
answer with such explanation as the witness may care to 
make.”) 

The Witness: My answer is yes, with the qualification 
that I made in the previous answer. 

Mr. Wozencraft: That is all, Mr. Goldhammer. 

The Chairman: Mr. Kimball? 

Recross-Examination 

By Mr. Kimball: 

Q. Mr. Goldhammer, we are fortunate in this hearing. 
Every hearing subsequent to Order 12 which I have been 
in, counsel, of which I have been a part, wanted thousands 
of pages introduced here, and we only have one page. I 
show you Commission’s Exhibit 37, which contains 

948 the figures through 1934, with pencil additions 
thereto made by Mr. Woodward, which were not a 

part of the exhibit in Order No. 12, and ask you if you can 
tell from that statement whether or not Commercial Cable 
Company is taking any traffic away from Western Union? 
A. Well, Mr. Kimball, I didn’t say that the Commercial 
was taking traffic away from the Western Union, but Mr. 
Wozencraft was trying to get an explanation as to why our 
traffic remains stationary, or had increased very slightly, 
compared with previous years. 

And in looking over this statement I see that between 
the years 1926 and 1934, which was the figure that I looked 
at before these additions were added, the Western Union 
Company’s percentage of revenue had decreased from 32 
to 27.8. The R. C. A. had increased from 10.9 to 18.2, and 
the Commercial Cable Company remained stationary, as it 
is apparent from these figures. 

By Mr. Wozencraft: 

Q. At what figure did the Commercial Cable re- 

949 main stationary? A. What? 
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Q. At what figure did you say the Commercial Cable re¬ 
mained stationary? A. Well, they remained stationary be- 
cause the figures in 1926 were only one-tenth of 1 per cent 
below the figures in 1934. 

Q. Yes; but what were the figures? A. 20.7 in 1926 and 
20.8 in 1934. And so, as it seemed to me, we hadn’t taken 
any business from the R. C. A. on account of their increase, 
and as your traffic had decreased in percentage my guess 
or thought at that time was that we may have tals[en some of 
our business from you so as to keep our percentage as high 
as it is. 


By Mr. Kimball: 

I 

i 

Q. You might have taken some of it awayj from the 
French Cables, might you not? A. Well, they didn’t have 
very much to take away. 

Q. That is true, isn’t it? A. Yes. About six-tenths of 
1 per cent. Their figures vary between 1926 ancl 1934. 

Q. As a matter of fact, with that table in front of you, 
Commission’s Exhibit 37, introduced in Order ijfo. 12, and 
bearing in mind the subject of this investigation, do you 
think it proves anything on the point of where the traffic is 
going? A. It hasn’t proved anything to me, Mr. Kimball. 

Mr. Kimball: It has not to me either. That is all. 

Recross-Examination 
By Mr. Kennedy: 

Q. Mr. Goldhammer, in the Commission’s ques- 
950 tionnaire to the Commercial Cable Company of De¬ 
cember 14, in response to Question 2, in Roman num¬ 
bers, or 3,1 should say, I find this answer: “In the case of 
the Commercial Cable Company its eastward cable traffic to 
Norway decreased from 35,735 messages in 1919, the year 
before the R. C. A. direct circuit was opened, to 16,889 mes¬ 
sages in 1934, and in the westward direction fj-om 36,321 
messages in 1919, to 3,693 in 1934.” 

By reason of that answer just read the Commission tele¬ 
graphed your company, or your counsel, on Jatouarv 9th, 
to have a witness prepared to testify as to the Annual vol¬ 
ume of traffic between New York and Oslo eastward and 
westward separately for each of the years from 1919 to 
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1935, inclusive, and revenues for said traffic. Have you 
such a statement prepared? A. Yes, sir. 

Q. Have you two copies of it? A. Yes. Do you want 
two copies? 

Q. If you have them, yes, sir. 

Mr. Kern: May I see them? 

Mr. Kennedy: I am not going to offer them right now. 
Reeross-Examination 
By Mr. Arnold: 

Q. Mr. Goldhammer, in connection with the much dis¬ 
cussed contract of 1904 and 1927 I would like to call vour 

* 

attention to this memoranda, which appears in the Commis¬ 
sion’s file (indicating). 

Mr. Kern: Mr. Chairman, if these figures are going to 
be put in the record and the same figures are going- 
951 to be supplied from the other parties, we have no ob¬ 
jection. I gave a copy to counsel for R. C. A. on the 
assumption we were going to have a similar copy of their 
figures, and I thought this was going to be developed some¬ 
what further, and I ask that these not be put in the record 
unless similar figures from the other side are introduced, 
because those gives a good deal of competitive information. 
I have no objection if Mr. Goldhammer has none, but I do 
not think the figures for one side should be put in unless the 
figures are received from the other side. 

The Chairman: The Chair has no request before it at the 
present time. 

Mr. Kern: Then may I take these bach until they are 
required ? 

The Chairman: Yes. 

By Mr. Arnold: 

Q. That memorandum dated November 1, 1927, num¬ 
bered 140, between the Eastern Telegraph Company, Lim¬ 
ited, and the Eastern Extension Australasia and China Tel¬ 
egraph Company, Limited, and the Great Northern Tele¬ 
graph Company, Limited, would seem to indicate that the 
1927 contract governs the relations at the present time? 

Mr. Kern: May I state for this record that there is a 
letter filed with the Commission subsequent to this, in which 
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it is stated that these agreements—you have j the letter 
there? 

The Witness: I don’t know whether I have it br not. 

Mr. Kern: —will continue on the basis of thb 1904 con¬ 
tracts and existing understandings and arrange- 

952 ments. One of those things is why I do njot want to 
put the full letter in the record. 

(Discussion off the record.) 

Mr. Kern: Mr. Arnold has asked me to state tor the rec¬ 
ord that the letter which has been filed with the Commission 
provides that the existing practices and conditions effec¬ 
tive as of the date of the letter in June, 1934, shqll continue 
to apply to all our business relationships, and tips is signed 
by all the parties, with one exception, which relates to the 
particular annual payment, which has nothing to do with 
this Denmark situation. 

This letter further states— 

Mr. Wozencraft (interposing): Excuse me. I Can’t heard 
you, Mr. Kern. I am very much interested. 

Mr. Kern: All right. This letter further states that this 
is submitted to afford the Commission an opportunity to 
examine these agreements, and that the date for formal 
execution of the renewal agreements is changed from the 
date of July 25, 1934, to on or before July 24,1935. 

And a subsequent letter filed with the Commission states 
that it is extended for another year on the same terms and 
conditions. 

Mr. Arnold: That letter is signed only by an officer of 
your company? 

Mr. Kern: No. This particular letter was signed by an 
officer, addressed to them, and a letter of acceptance also 
by the other parties was filed with the Commission, and the 
second renewal signed by all parties, the second extension. 

The Chairman: Any further questions? 

953 Mr. Arnold: No, sir. 

Mr. Kennedy: Mr. Chairman, in respect to these 
traffic figures that Mr. G-oldhammer has just produced I 
think in my question I explained why the inforpiation was 
asked, because it was referred to and the total figures given 
in the response of this question by the Commercial Cable 
Company to the Commission questionnaire. It was of 
course our purpose to introduce these traffic figjures in the 
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record. The question was not asked the other carriers, for 
the reason that it was not mentioned or no figures given in 
their response. 

Mr. Kern: As I say, we have no objection to furnishing 
them if similar data comes from the other carriers. We do 
not believe the year by year figures should be furnished by 
one coihpetitor without the other information. This gives 
certain competitive information that is perhaps proper to 
spread on the record, but it should be equal as to all. We 
do not care to have it from them today. If they present it 
within the next week I think that would be sufficient time. 
It is only in dollar volume there, or in number of message. 

The Witness: I think I would like to explain for the in¬ 
formation of Mr. Kennedy we were able to get the statis¬ 
tics of messages and words fairly accurately out of our rec¬ 
ords, but the estimated revenue had to be computed from 
the details of the traffic of various classifications in the vari¬ 
ous vehrs and is onlv an estimated figure, as nearlv accurate 

V V 7 W 

as it was possible for us to make it, because we don’t keep 
any separate computation of revenues, and even traffic to 
the various countries in detail. We had to dig those 
954 out of our records. So the revenues here on esti¬ 
mated revenues are not what I would say were abso¬ 
lutely correct, but they are as nearly correct as it was pos¬ 
sible for our accounting people to compute the revenues 
from the details of the traffic that were taken out of our 
records over this period of years. 

Mr. Kern: We have no objection to the Commission con¬ 
sidering this, even if it is not in the record. 

The Chairman: May I say, Mr. Goldhammer and Mr. 
Kern, as I recall your response it gives the figures at either 
end of this period. I am unable to understand just how 
your competitive situation is being affected at all by the in¬ 
troduction of this. 1 am perfectly willing to leave it to Mr. 
Goldhammer as an operating man and take his word. 

Mr. Kern: We have their figures for the beginning and 
end, do we not? 

Mr. Kennedy: No, sir. 

Mr. Kern: They started out with nothing when they 
started, and we know what thev have todav. 

The Witness: I don’t think we have got their figures. 

Are you willing to leave this to me ? 
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Mr. Kern: Certainly. j 

The Witness: Well, I personally don’t see 4 n y objec¬ 
tion to furnishing this information, or putting it in the rec¬ 
ord. 

We have stated here in the records what our volume of 
traffic was to and from Norway before the circuit was 
opened, and for one or two or several years afteij that, and 
also what our present volume of traffic | is, and I 

955 frankly don’t feel that anything, that anjj informa¬ 
tion, we give in respect to these figures is going to 

be in any way embarrassing to the company. A^ a matter 
of fact may be just the reverse. 

The Chairman: The Chair does not hear the objection 
pressed further. 

Mr. Wozencraft: As far as this respondent is Concerned, 
Mr. Chairman, we expect to submit exactly the saihe figures. 
Mr. Kern : All right. 

Mr. Wozencraft: If I understand the scope of 1 these fig¬ 
ures. My comptroller is being technical by saving they will 
be far from the same figures, but at least they will be the 
figures for the amount of traffic for each year. 

Mr. Kennedy: Then this will be Commission Exhibit 
No. 4, Mr. Chairman. 

The Chairman: All right. That will be received as Com¬ 
mission’s Exhibit No. 4. 

j 

(The document referred to was received ip evidence, 
marked “Commission’s Exhibit No. 4, Dockets Nos. 3336, 
3337 and 3338,” and is filed with the transcript in the pos¬ 
session of the Commission.) 

Recross Examination (Continued) 

By Mr. Kennedy: ! 

Q. Mr. Goldhammer, it may be well for you tp point out 
on this exhibit, if you recall the year or the tirhe that the 
rate was changed for Norway traffic. A. Our rate from 
Norway was changed in 1924, and our rate to Norway was 
changed in 1927. 

956 Then in 1933, when America went off the gold 
standard, which affected foreign exchang^— 

The Chairman (interposing): What was jthat date? 
What date did you give ? 

The Witness: 1933. 
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The Chairman: I thought you said 1923. 

The Witness: No. 1933. It affected that exchange, and 
that also of course naturally has some effect on our reve¬ 
nues. 

By Mr. Kennedy: 

Q. Yes, sir. That is the reason I asked you to point it 
out, Mr. Goldhammer. A. Yes. 

Mr. Kennedy: I think that is all. 

The Chairman: Any further questions of Mr. Goldham- 
mer? 

Mr. Kimball: Just one. 

Recross-Examination 

Bv Mr. Kimball: 

* 

Q. You are more positive than Mr. Stone that we are off 
the gold standard, are you? A. More positive than Mr. 
Stone '? 

Q. Yes. A. Well, I really don’t know how positive he is. 

Q. His answer to me was he didn’t know whether we 
were or not. 

The Chairman: I think all Mr. Goldhammer testified is 
we were off in 1933. 

Mr. Kimball: All right. That is all. 

957 The Chairman: Anything further? 

Redirect Examination 
By Mr. Kern: 

Q. In answering a question as to Sweden particularly you 
stated that in effect there was practically no competition 
from Sweden between Commercial Cable and R. C. A.? A. 
Yes. 

Mr. Wozeneraft: I didn’t hear that. Will you repeat it, 
Mr. Reporter? 

(The question was read by the reporter.) 

Bv Mr. Kern: 

* 

Q. You have also stated in other places in your testimony 
there was very little competition from Norway and Poland 
and Certain other places. Now, in answer to a general ques¬ 
tion you stated that at every point reached by R. C. A. there 
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was the keenest competition with some parts of tl|ie Interna¬ 
tional System. You in making that general statement did 
not mean to qualify the statements which you had originally 
made with regard to places like Sweden, Poland and Nor¬ 
way? A. No. When I spoke about the keenest competition 
with the R. C. A. I was thinking about the eastward direc¬ 
tion. 

Q. There is only one other question. In speaking in an¬ 
swer to a question that the Commercial Cable traffic had re¬ 
mained relatively the same in a long series of questions you 
meant relatively the same as to the whole picture of com¬ 
munications, but not relatively the same qs to R. C. 
958 A.? A. Yes. I tried to make my meaning clear on 

that. 

Q. It was clear in the general testimony. A. Yes. 

Q. But there were one or two questions wherp the par¬ 
ticular answer was not qualified by what you hqd already 
said on the whole position ? A. Yes. 

Recross-Examination 

Bv Mr. Wozencraft: 


Q. R. C. A. does not operate in Europe, does it? A. No. 
1 meant the R. C. A. circuits from Europe, or tlje Govern¬ 
ment circuits that operate with R. C. A. from Europe. 

Q. So if Mackav and R. C. A. are operating parallel com¬ 
peting circuits to a foreign country the eompetitlion would 
be primarily between Mackav and R. C. A. for tfie favor of 
the foreign administration, would it not? A. I think that 
is true, yes, sir. 

Mr. Wozencraft: That is all. 

The Chairman: Any further questions of Mr. Goldham- 
mer ? 

Mr. Kern: Just a minute. 

Redirect Examination 


Bv Mr. Kern: 

V 

Q. As to the favor of the foreign administration, it would 

be a competition to get return traffic in accordance with the 

traffic vou send over? A. Yes. 

* 

Q. Is that what you mean by getting the favor of 
959 the foreign administration? A. Yes. 
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(Discussion off the record.) 

The Chairman: We will take a recess, gentlemen, for ten 
minutes. 

(A short recess was had after which the hearing was re¬ 
sumed as follows:) 

The Chairman: Mr. Kern, will you proceed? 

Mr. Kern: I have no further redirect. 

The Chairman: Then I think you are through with Mr. 
Goldhammer. 

(Witness excused.) 

Mr. Kern: Mr. Buttner is the last witness for the ap¬ 
plicant on direct. 

Whereupon Harold H. Buttner was called as a witness 
on behalf of the Applicant and, having been first duly 
sworn, testified as follows: 

Direct Examination 
By Mr. Kern: 

Q. You have identified yourself for the record, have you, 
Mr. Buttner? A. Yes, sir. 

Q. What is your position, Mr. Buttner? A. Vice-presi¬ 
dent of the Mackay Radio. 

Q. A little louder. A. Vice-president of the Mackay 
Radio. 

Q. How long have you been vice-president of the 
960 Mackav Radio ? A. I believe since 1932. 

Q. In connection with your duties as vice-presi¬ 
dent of Mackav Radio what was the first time that vou dis- 

* ^ 

cussed the question of the opening of a radio circuit with 
Norway, first with the officials of the Mackay Radio, and of 
the Commercial Cable? A. Well, shortly after my appoint¬ 
ment to carrv out these duties of the Mackav Radio as vice- 
president abroad, and particularly in connection with the 
obtaining of contracts with foreign governments, I spoke 
with Mr. Stone, Mr. Goldhammer and Mr. Tuel at that time. 
They were discussing very generally this seriously competi¬ 
tive situation abroad which has been the subject of so much 
testimony here. 
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It was pointed out to me at that time that ih countries 
back from the sea borders in close connection with the cable 
termini, where the radio circuits were operated by the ad¬ 
ministrations, that it was essential for Mackay Badio to ob¬ 
tain circuits if our cable business was not to disappear en¬ 
tirely. 

Q. That also applied to countries where you had to make 
connecting arrangements with other cable carriers in order 
to reach those countries? A. Yes, sir. 

Q. Such as Norway and Sweden? A. Yes, sir^ it does. 

Q. Did those discussions also discuss the tendency by 
reason of radio circuits with competitors for the adminis¬ 
tration which operated a radio circuit with K. Cl A. in this 
country to favor the use of the radio circuit because 

961 of its financial interest in that radio circuit? A. 
Very much so. In certain countries why the ten¬ 
dency of the administration to favor their own radio cir- 
cuit went to very great lengths. 

For instance, in Sweden, and to a lesser extent, in Nor¬ 
way, where they have not yet really organized ijt to a high 
degree like they have in Sweden, representatives of the 
Government would call on any cable user who used routes 
other than the Government route, and point out to him that 
he was acting in a manner against the interests of his own 
Government in sending his messages by a npn-natiOnal 
route. And this tendency is something that is growing and 
growing and growing. You see it increase from day to day. 
The effect today is certainly, from my own observations, 
much greater than it was six months ago. And it is appar¬ 
ent to me in a very much minor degree, but there is still a 
tendency vou can see even in England where a!short time 
ago that was not so evident. 

O i 

Q. When did you first, consider or discuss with anyone in 
the Norwegian Administration, or write to the Norwegian 
Administration in connection with the establishment of a 
circuit to Norway? A. In 1932. I think the last time, as I 
remember—the first time, rather—I discussed radio seri¬ 
ously was with the representatives of the Norwjegian Gov¬ 
ernment in attendance at the Madrid Convention, or the 
Madrid International Telegraph Conference. 

Q. They had their representatives at the Madrid 

962 Conference? A. Yes. 
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Q. And you attended the Madrid Conference ? A. 
Yes. And we discussed this generally. At that time the 
various officials which I discussed that with did not have 
authority to speak more than in a general way, saying that 
they were quite interested in the possibility of an eventual 
second radio circuit between Norway and the United States 
of America. 

Q. Mr. Goldhammer was also at the Madrid Conference ? 
A. Yes. 

Q. You had conferences with him in connection with it at 
that titne? A. I talked a great deal about these matters 
with Mr. Goldhammer during the conference. 

Q. What was your next step in discussing this with the 
Norwegian Administration? A. I have forgotten—do you 
mind if I look at these dates'? 

Q. Oh, no. A. I am confused on the dates. 

Q. Use any memoranda you like. Was it September, 
1933 ? A. The next time we took the matter up actively was 
in September of 1933. At that time I was in Copenhagen in 
connection with the opening of the Mackay Radio direct 
circuit between Copenhagen and the United States of Amer¬ 
ica. So, upon the successful completion of that opening and 
the inauguration of commercial traffic I went up to Nor¬ 
way to discuss this question with Mr. Engset, who 
963 was at that time the Director General in charge of 
the Department of Posts and Telegraphs. 

Q. You discussed it with other people there, too, at the 
same time? A. At the same time I discussed that with Mr. 
Peterson, who was the chief engineer, and who has since 
succeeded Mr. Engset as Postmaster General. 

And I also at that time took an occasion to bring into the 
discussions and inform thoroughly of this matter one of 
the employees of the Standard Company, a Mr. Taranger, 
who was a Norwegian citizen, and was educated in this 
country, studying engineering here, so that we could ex¬ 
pedite this work and not make it necessary for me to go to 
Norway every time I wanted to answer any questions in 
case it developed favorably and would need further con¬ 
ference with the Norwegian authorities. 

Q. Did you use him as an interpreter in these conversa¬ 
tions many times ? A. Yes, sir, many times, because many 
times these conversations took the form that if we talked 
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English for a certain length of time out of courtesy to me, 
who was the only one unable to speak Norwegian, then they 
would say, “If you don’t object, to expedite matters, do you 
mind if we talk through an interpreter?” Mr| Taranger 
would then from time to time interject and inform me of 
just what had transpired. j . 

Q. During this interview with Director General Engset 
what was his attitude on the question? Ai Well, Mr. 

964 Engset’s attitude was about as follows: He said that 
he was very much interested in a circuit with us. 

And he explained at that time—this was prior to decisions 
affecting the exclusive contracts with the Radib Corpora¬ 
tion— 

Mr. Wozencraft (interposing): I object to the word 
“exclusive”. 

Bv Mr. Kern: 

♦ 

i 

Q. Leave out the word “exclusive” to avoid controversy. 
A. What ? | 

Q. Please leave out the word “exclusive” in order to 
avoid controversv. A. He felt the Norwegian Administra- 
tion could go ahead with such a proposition, and un- 
doubtedlv he agreed with me that if we had two communi- 
cation facilities improved service results. And that un¬ 
doubtedly we could, with benefit to both parties, have 
another circuit between Norway and the United ^tatcs. 

He said though, just as my hopes were getting jhigh on the 
subject, “However,” he said, “I am retiring in the spring. 
I have been a great friend of Mr. Nally, and I afn sure that 
if we make another circuit with the United States that it 
won’t be regarded very favorably by the R. C. A- And on 
account of my personal friendship with Mr. Nally I can’t 
promise you verv much will be done in mv ineumbencv in 
the office. ’ ’ J 

965 Q. Who was Mr. Nally? A. Mr. Nally was, I do 
not know just up to what date, but at one tjime he was 

the president of the Radio Corporation of America. 

Q. What did you reply to his desire to postbone ? A. I 
replied that I felt it was rather regretable that we could not 
proceed promptly with this, because we felt it |was in the 
mutual interest of both the Norwegian Administration and 
the Mackay Company, and that improved service would re- 
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suit from that, and I hoped he would reconsider it and let 
us get along with it. 

Q. Did he request you to make any indication of your 
proposal in writing? A. Would you mind repeating the 
first part of the question? 

(The question was read by the reporter.) 

A. Not right then, he did not, hut a little later I was in¬ 
formed through Mr. Taranger that they would like to have 
officially from us a confirmation of what had transpired in 
our various conversations. So I wrote them an unofficial 
letter on November 9th more or less confirming just what 
we discussed and outlining verv generallv the communica- 
lions system of the Mackay Companies and their associates 
and their affiliates, and covering general proposals of what 
a traffic contract with the Mackay Company might be, what 
form it might take. 

Q. That was substantially the regular traffic form of 
agreement? A. Yes, it followed very closely all the 
966 forms of traffic contracts that had been published in 
the past, the usual type of traffic contract. 

Q. Very similar to the type of agreement finally agreed 
upon ? A. Essentially similar, yes, sir. 

Q. 'When was your next step? A. A little later, about the 
17th of November I wrote them again. 

Q. 1934 was that ? A. That is right, 1934. I wrote them 
again, just a general letter, advising them of the establish¬ 
ment of the Mackay Company’s direct circuit to Japan. I 
wanted to make it clear to the Norwegian Administration 
that the Mackay Company was up to date, capable of oper¬ 
ating a modern circuit, as good as anyone, and the best tes¬ 
timony I could offer in this respect was a description of 
what had been done in Japan. 

Q. "When were vou first advised bv them that thev had 
decided to proceed with the negotiations on the traffic agree¬ 
ment? A. When were we first advised? 

Q. Yes. A. We were advised by telegram. That tele¬ 
gram I think was received on June 3, 1935. They ad¬ 
dressed a telegram to the Mackay Company in New York in 
which they said that they had decided to enter into negotia¬ 
tions for a direct radio circuit and they wished the Mackay 
Company to prepare a draft agreement. 
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Q. What did you do then ? A. Three days later I 

967 submitted a draft agreement which covered the gen¬ 
eral form of draft agreements which jve had pre¬ 
viously discussed with them. After I had done that,—I had 
forgotten about the necessity of advising them that any 
traffic agreement would be subject to the approval of the 
Federal Communications Commission, so I immediately 
dispatched thereafter another letter, advising them,—the 
first letter having already gone,—that any traffic agree¬ 
ment of course would be subject to the approval of the Fed¬ 
eral Communications Commission. 

Q. What was the date of that letter? A. Thd date of that 
letter was a little later. 

Q. June 6, 1935, or about that time? A. j About then, 
within a dav or so of the other one. 

Q. After sending them that letter what was. your next 
step in connection with this? A. I just gave them long 
enough to study the letter over, and then the draft agree¬ 
ment was prepared to discuss it, and then I went up to 
Norway, within three or four days I think I arrived there 
about the 10th of June, 1935. 

Q. What was the nature of your discussion in connection 
with the agreement? A. Well, the nature of t}ie discussion 
Avas simply an explanation, a clarification of various points 
covered in the traffic agreement as submitted, j There Avere 
no real differences of opinion. There A\ T as a (jlesire on the 
part of some of the subordinates in the Department of Posts 
and Telegraphs to obtain some clarification of Avhat we 
meant bv “normal route.” 

" I 

Q. You had discussed A\*ith them thei matter that 

968 you proposed to make this a normal ijoute? A. A 
normal route. It seemed so very evident that the 

radio route to a country situated back from th^ cable heads 
as NorAvay AA T as AA 7 ould be better served by radio. It seemed 
that there AA r as no question that avc would Avant to use this 
as the normal route, Avhich Avould be in everybody’s interest. 
They said, “We do not knoAv Avhat you mean by “normal 
route. ’ ’ I said, ‘ ‘ I Avill be very glad to write you a letter and 
explain to you exactly what Ave mean Avhen Ave say the normal 
route, the radio route betAveen the Mackay Qompany and 
Oslo,” and I said, “That letter could be considered as a 
part of the contract.” 
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Q. That normal route was both as to cable messages by 
Commercial Cable and the Mackay Radio Companies? A. 
That is right. 

Q. That is the letter of June 14, 1935? A. That is the 
letter of June 14, 1935 that is attached to the draft of the 
contract as filed. 

Q. That is Applicants Exhibit No. 2. I show you the let¬ 
ter. That is the letter you refer to (handing document to 
the witness) ? A. That is correct. 

Q. Did they agree upon this draft of contract at that 
time? A. After we discussed the draft of contract that was 
finally agreed upon with the Postmaster General and his 
chief of the Section, and all concerned, and as amended with 
the letter of June 14th. The Postmaster General told me 
that the Post Office Department was a section of the 
969 Department of Commerce and in the last analysis the 
approval of the Minister of Commerce must be se¬ 
cured before we could consider it a final agreement. So he 
asked me to go with him to the office of the Minister of Com¬ 
merce, whose name is Mr. Madsen. So we discussed it very 
brieflv, and then the Minister of Commerce asked the Post- 
master General, “Is this a good contract for both parties?” 

The Postmaster General said it certainlv was. Then he 

* 

said, “Well, I will give a letter accepting this letter, a 
letter to the Mackay Company outlining that we are in 
agreement.” He said, “Before I do this, just as a matter 
of routine, I would like to discuss it with my colleagues in 
the Parliament who are the Post Office Committee of the 
Parliament.” So we went to the Parliament and waited 
there while he spoke briefly with them. It was his inten¬ 
tion to execute the traffic contract with the Mackav Com- 
pany. After he had spoken to the colleagues he gave me a 
letter in which letter he stated that the traffic agreement had 
their approval in principle and that we were to proceed and 
ask the Federal Communications Commission for the neces¬ 
sary approval, so we could execute our part of it. 

Q. When did you go back to Norway later, if again? A. I 
went back then in November of that year to discuss a very, 
very minor point. I forgot to say that the original con¬ 
tract, the original draft had been initialed by both parties 
and copies exchanged. They retained one and I retained 
one. After I left there were some misgivings on the part 
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of the same officials that raised the original request 

970 for definition of normal route, if normal lj-oute meant 
from Norway to the United States. So 4 letter was 

written dated November 14, 1935, and we agreed that that 
letter, as signed, would be appended to the contract, as was 
the letter of June 14th. 

Q. I show you the letter of November 14 attached to Ap¬ 
plicant’s Exhibit No. 2. Is that the letter of November 14, 
1935 that you now refer to? (Handing document to the 
witness) A. Yes, sir. 

Q. Did you sign this letter? A. I did. 

Q. You also signed the letter of June 14, 193d? A. Both 
letters are signed by me, that is right. 

Q. Did you consider that the subsequent steps by the Nor¬ 
wegian Government were similar to the steps |you had to 
take in the United States, to get the approval of (he Federal 
Communications Commission? 

Mr. Wozencraft: I object to that as calling for the con¬ 
clusion of the witness and as a self-serving declaration. 

The Cliarman: He may answer. 

* 

The Witness: What is the question now? 

(The question was read by the reporter.) 

The AVitness: Yes, I consider they are exactly the same, 
because there are two steps that have to be taken by both 
parties. On the one hand we still have to sign ofir contract, 
some official of the Mackay Company, corresponding to the 
Postmaster General. We have to obtain the approval of the 
Federal Communications Commission On the one 

971 hand and they, on the other hand, havq to obtain 
routine ratification by the Norwegian Parliament. 

Mr. Kern: Mr. Chairman, I have here all of thq correspon¬ 
dence that has been referred to, all of the correspondence 
with the Norwegian Administration. The only correspon¬ 
dence that comprises the agreement is this draft agreement 
and the two letters. If the Commission desires the rest of 
the correspondence I am very glad to submit it. The only 
thing is if we are going to call for correspondence leading 
up to the contract I want to make clear that I would like to 
ask similar questions of other parties as well. 
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Mr. Wozencraft: May it please the Commission, counsel 
asked and the witness answered a question concerning a 
letter with reference to the agreement to agree, the agree¬ 
ment to sign. I cannot describe it exactly, but that letter 
has not been put in evidence. I ask for a copy of it and a 
copy of the letter of November 14th, because they seem to 
me obviously to be part of the contract. Counsel says he is 
not willing to give it to us unless we give him— 

Mr. Kern: No, no. I am not sure which letter you asked 
for. That was November 14,1935 ? 

Mr. Wozencraft: Yes. Then there was one agreement to 
agree. 

Mr. Kern: I ask the witness to read the telegram which 
was received from the Norwegian Administration on June 
3, 1935 and the letter which was received from the Nor¬ 
wegian Administration on June 21, 1935. 

The Witness: The telegram dated Oslo, June 3, 1935, is 
as follows: 

972 “FERE For Macradgram NY from Gentel Oslo 
quote Your letters of Nov 9th 1934 we are ready to 
enter into negotiations with you regarding the conditions 
for a direct radio service with vour stations in USA on the 
base of a draft contract which we beg you to prepare. ’ ’ 

The letter is dated Oslo, den 21st June 1935. It is on the 
stationery of the Handelsdepartementet, which is the De¬ 
partment of Commerce. It says: 

“Mr. H. H. Buttner, Mackay Radio and Telegraph Com¬ 
pany, 

“With reference to the conference with vou I have the 
honour to inform you that I am very interested in estab¬ 
lishing a direct radio service with the stations of the Mac¬ 
kay Radio and Telegraph Company in U. S. A. 

“I have no essential remarks to the plan proposed by you 
and which I understand has the approval in principle of the 
Director General, and I will recommend the plan to my 
government and the Storting to obtain the necessary means 
for the new connection. 

“I further understand that you will obtain the approval 
of the Federal Communications Commission of the U.S.A. 
for the establishing of a direct radio service between Nor¬ 
way and the stations of the Mackay Company. 
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“However I must make it a condition to examine more 

closelv the details of the draft contract. 

* 

“Yours very truly 

(s) ALFRED MADSEN 

(s) HERMOD PETEjRSEN.” 

Alfred Madsen was the Minister of Commerce. I can say 
that after submitting this letter, the Minister of Corn- 

973 meree said this letter was prepared by| the Post¬ 
master General and he said that the letter!was not as 

forcible as he would like it to be, that as far as lie was con- 
cerned we could consider the matter, in French, “fait ac¬ 
compli”, and to complete our arrangements accordinly. 

By Mr. Kern: j 

Q. I show you a letter of June 6,1935 that you stated you 
wrote to the Norwegian Administration in connection with 
getting the approval of the F. C. C. Will you read that into 
the record? A. This is as follows: 

“Connaught House, 63, Aldwych, London, W. C. 2. 6th 
June, 1935. 

“ Handeladepartementet, Telegrafatyret, Osloj Norway. 

‘ ‘ Gentlemen, 

“In accordance with the requirements of American Law, 
the traffic agreement between the Generaldirekjtoratet for 
Handelsdepartementet Telegrafatyret of Norwhy and the 
Mackav Radio and Telegraph Company is subject to the ap¬ 
proval of the Federal Communications Commisision of the 
United States of America. Mackay Radio undertakes to 
obtain this approval within a period of 30 days from the 
date of the above mentioned traffic agreement arid to advise 
your Administration immediately as soon as such approval 
has been obtained. 

“Yours very truly, 

MACKAY RADIO AND TELEGRAPH COMPANY, 

H. H. BUTTNER, ! 

Vice President and Director/’ 

j 

Q. Did you secure the approval within 30 days or 

974 was it set for hearing? A. I did not. I afterwards 
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explained to them in Norway that I had been a little 
optimistic in making this prediction. I had not realized that 
it was a matter that took considerable time to obtain all 
views concerning it, and that therefore it would be some¬ 
what longer before we hoped to obtain this approval. 

Q. Is there anything further you want to state on direct 
examination ? 

Mr. Wozencraft: Just a second. Did you put in your 
November 14th letter? 

Mr. Kern: Yes, I have it if you wish. That is the one 
he wrote to them? 

Mr. Wozencraft: Yes. 

Mr. Kern: That is attached to the contract. No further 
direct examination. 

The Chairman: Mr. Wozencraft. 

Cross-Examination 

By Mr. Wozencraft: 

Q. Mr. Buttner, what other position do you hold than that 
of vice president of Mackay Kadio & Telegraph Company? 
A. What other position? 

Q. Yes. A. Vice president of the Radiar Company, and 
at one time I was managing director of the International 
Marine Radio Company of London, which position I re¬ 
signed from and occupied no direct official position there 
after that, although I still give them what I call good advice. 

Q. Do you have any official position now with any 
975 company? A. Oh, yes, I am an assistant vice presi¬ 
dent of the I. T. & T. 

Q. The I. T. & T.? A. Oh, yes and I am vice president 
and director of a company in Spain which is called Com- 
pania Radio Aerea y Maritima Espanola. 

Q. Are you connected with any manufacturing companies 
in Europe? A. No, only as a customer. 

Q. Now, who is Mr. Taranger? A. Mr. Taranger is a 
Norwegian citizen who is an employee of the Standard 
Elektrika in Oslo. He is directly engaged in selling radio 
equipment. 

Q. What company did you say ? A. Standard Elektrika. 

Q. Is that an I. T. & T. subsidiary? A. It is a subsidiary 
of the International Standard Electric Company, which is 
a subsidiary of the I. T. & T. 
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Q. With whom in Norway did you negotiate the con¬ 
tract? A. With the Postmaster General. Initially it was a 
process that took a number of meetings with various people 
The first, initial contracts were made with Mir. Engset, 
Director General, and Mr. Petersen, who was at| that time 
chief engineer. Later Mr. Petersen became the Director 
General and the negotiations were concluded with Mr. Peter¬ 
sen, and the gentleman in charge of the traffic secjtion of the 
post office department whose name was H^arberg. 

976 Q. Do Mr. Engset, Mr. Petersen and thijs last gen¬ 

tleman all speak English? A. They speak] some En¬ 
glish, yes. j 

Q. At the Madrid conference they spoke it ratjier freely, 
did they not? A. It all depends on what you call freely. 

Q. Was there ever any contention, do you know! that Nor¬ 
way was not legally free to open an additional circuit to the 
United States? A. No, I do not think there wad, although 
the radio contracts in Europe seemed so universally sewed 
up, we were rather surprised to find one that was not. 

Q. On what basis did you approach Mr. Engset origi¬ 
nally? A. Simply on the basis that another circuit between 
Norway and the United States, connecting up thej system of 
the Mackay System with the Norwegian Government, would 
be in our mutual interest; and further I explained to him 
that we had the feeling that it was absolutely necessary for 
us to work with the Norwegian Government, because sooner 
or later the cable traffic was bound to disappear, when it 
was to the interest of the Norwegian Governmjent to de¬ 
velop their own national route. 

Q. What interest was it to Norway? A. Well, it was a 
certain interest to Norway, because they would enjoy the 
large bulk of the eastbound traffic available to our system, 
picked up hv our connecting companies. 

Q. Did you give him any figure as to the amdunt of ad¬ 
ditional revenue it might mean to Norway? A. I did 

977 not need to do that. They knew how many eastward 
messages we had. I think I did mention, in kronen, 

that it would be something like 150,000 kronen to them, 
based on an average figure, a very rough figure, because at 
that stage of the game we made no attempt to evaluate the 
traffic in all the categories, we just took a figures based on 
an average of all classes of traffic. 
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Q. Did you discuss with him the establishment of a direct 
circuit between Norwav and Radiar? A. I did not dis- 
cuss with them. The subject was mentioned, and I think 
they brought up the subject in this way: They said they 
were giving some consideration service to Japan direct 
from Norway, and to South America, and I said, “If you 
ever decide that Norway must have a direct South American 
connection we would like to have some consideration given 
to our Radiar Company, which we consider is in a very good 
position to give a mutually good circuit between South 
America and Norway.” I think we further stated it was a 
matter of no immediate concern because the business be¬ 
fore us was the North American circuit. 

Q. Did you discuss with Mr. Engset the amount of cable 
business which Commercial Cable Company had available 
from the United States to Norway? A. Only in a general 
way, as I said before, that there was a figure between 1,500 
and 2,000 messages monthly available eastward, which he 
had available, of course, from his own traffic figures. They 
have available the figures from all companies, and that is 
one of the reasons, I might state here, why the competition 
by the Government, by the Administration is so fatal 
978 to anyone who is not operating as a partner with the 
Government, because thev have every message com- 
ing in, they know just exactly whom to canvass, whom to 
tell not to send anv messages bv anv other route that is 
inimical to the national interests. They had all the data 
available and the data was subject to constant check. 

Q. How does cable traffic reach Norway from the United 
States, the last step? A. How does it reach Norway from 
the United States? 

Q. Yes. A. I believe the bulk of it goes by way of New 

York, London, and then by cable to Norway, although there 

is a certain amount that goes by Mackay Radio Denmark 

to Norwav. 

* 

Q. I am asking about cable traffic. What is the last 
operating company which takes cable traffic from the United 
States into Norway? A. It is the Great Northern. That is 
the last cable company. 

Q. Do messages from Western Union and messages from 
Commercial Cable both go over the Great Northern? A. 
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I presume they do, although they can go by the Anglo-Nor- 
wegian Cable. 

Q. Is there any designation on a message wl^ich reaches 
Norway by Great Northern to show whether itj was origi¬ 
nated on the Commercial Cable system or on tjie Western 
Union? A. I have never seen one there, but I presume there 
must be. 

I 

Q. You have no knowledge as to whether or not there is? 
A. No. As a matter of fact I do not think} I ever saw 

979 a cable come from the United States to Norway, be¬ 
cause I got all my information, and all the instruc¬ 
tions and everything from my office in London gjenerally by 
the London wire, so I would not have seen a message from 
the United States direct to Norway. 

Q. Did you at any time indicate to Mr. En^set, or his 
associates, that Commercial Cable handled the greater por¬ 
tion of the messages from the United States bound to Nor¬ 
way? A. I do not believe I did, because I would not know 
whether that was the fact or not, whether it wpuld be the 
Western Union or Commercial. 

Q. Did you have any discussion with Mr. Ehgset as to 
the purchase of any apparatus or equipment? !A. No, not 
with Mr. Engset. 

Q. With anybody else in the Administration? A. I do not 
think I had any direct discussion with them about pur¬ 
chases, although it was mentioned there at on£ time that 
they probably would need a new transmitter foif that serv¬ 
ice. 

Q. Did Mr. Taranger have any discussion with them about 
new apparatus or equipment? A. He certainly did, because 
the minute he thought that anybody wanted any new appa¬ 
ratus, that is his job to sell it. 

Q. Was there any discussion of prices? A. Any discus¬ 
sion of prices would be the normal discussion that is car¬ 
ried out between the Standard Company and the Ad- 

980 ministration for the sale of any apparatus. 

Q. Has Mr. Taranger succeeded in making a sale 
of any apparatus? A. Unfortunately not. 

Q. To Norway? A. Not yet. 

Q. Is there an agreement to agree concerning any appa¬ 
ratus, and the purchase of it by Norway fronji Mr. Tar¬ 
anger? A. None whatever. 
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Q. Have the discussions between Mr. Taranger and any 
member of the Administration reached the point where Air. 
Taranger feels pretty sure of the sale in the event this cir¬ 
cuit goes through? A. Unfortunately the contrary is true. 
I believe now it is the intention of the Administration that 
they would require a considerable expansion sooner or later 
of their radio plant and it is their intention to submit a re¬ 
quest, or to have submitted bids from all the big manufac¬ 
turers covering the plant that is required. 

Q. Then it will be a matter of bids? A. Beg 

981 pardon? 

Q. Will it be a matter of bidding? A. A matter of 
bidding, yes. 

Q. Do the other manufacturers who will be bidding have 
any communication enterprises? A. Have any what? 

Q. Communication enterprises. A. The Radio Corpora¬ 
tion of America, yes, 1 presume. 

Q. Anvbodv else? A. Radio France, yes. I think that is 
all. 

Q. Has anybody in behalf of I. T. & T. recently pro¬ 
posed to the Norwegian Administration the establishment 
of a direct radio route between Norway and Buenos Aires? 
A. None that I know of. 

Q. And who conducted the negotiations you normally 
would know? A. Yes, I would. I would certainlv know 
about it. 

Q. You have stated that you did not make any representa¬ 
tion as to the percentage of the cable traffic handled by Com¬ 
mercial Cable Company from the United States to Norway. 
Do you know whether anybody else made any representa¬ 
tions concerning- the percentage of cable traffic controlled by 
Commercial Cable Company? A. As compared to Western 
Union, you mean? 

Q.'Yes. A. I do not know that anyone ever made any 
statement like that. 

Q. Or compared to the total? A. I do not know of any 
such statement. 

982 Q. You would have known, would you not, if such 
a statement had been made? A. Not necessarily, but 

I ought to have known. 

Q. You ought to have known. You will agree, will you 
not, that Mr. Engset is a man of the highest character? A. 
I think that goes without saying. 
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Q. And of very great ability and knowledge <jf the com¬ 
munications business? A. No doubt. 

Q. He is really one of the outstanding international tele¬ 
graph communications men of the world, is he not? A. I 
presume he is. 

Q. And Mr. Peterson who has succeeded him js a man of 
the same character and integrity and ability? A. No ques¬ 
tion about that. 

Q. I show you a letter dated Ministere du Confmerce, Ad¬ 
ministration des Telegraphes, Du Royaume dfe Norvege, 
Oslo le 3rd April 1935, addressed to R. C. A. Qommunica- 
lions, Inc., 66 Broad Street, New York, and sighed Engset. 
Will you please read the next to the last paragraph of the 
letter, together with as much more of the letter hs you care 
to read into the record? 

Mr. Kern: I think you better read the whole letter. 

The Witness: Read the whole thing? 

Mr. Wozencraft: All right. Read it so everybody can 
hear it. 

A. (Reading) 

“R. C. A. Communications, Inc., 

66 Broad Street, 

New York 

0 

983 ‘ ‘ Gentlemen: 

According to our statistics for the period Jul^ 1933-June 
1934 our telegram traffic to the American continent com¬ 
prised 618,989 rate words, of which a number of 557,185 or 
90 per cent, was sent via RCA. 

“The ingoing traffic amounted to 759,682 rate words, of 
which a number of 451,282, or 59.4 per cent, whs received 
via RCA. 

“It appears from these figures that, while a quantity of 
10 per cent of the westgoing traffic was sent on the cables, in 
all an amount of 40 per cent of the eastgoing correspondence 
was sent on routes other than yours. 

“As the great majority of the eastgoing cable traffic 
is routed via Denmark, leaving us only 2 centimes, ” which, 
by the way, I think ought to be 10, “as a transit rate, you 
will understand that we are highly interested! in having 
also the cable traffic via our direct radio route. 
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“The Mackay Radio and Telegraph Company, who in 
connection with the adherent Companies control the ma¬ 
jority of the cable traffic,” that is just what it says there— 

By Mr. Wozencraft: 

Q. Just read the letter. A. (Continuing) “—have re¬ 
cently proposed to establish a direct radio route between 
our stations and the stations of the company in the United 
States and in Buenos Aires. It has been pointed out by the 
company that the proposal will entail an increase of about 
150,000 kroner annuallv to mv Administration. 

“As you will understand, this proposal has to be con¬ 
sidered seriouslv bv us. In consideration of the verv <jood 
cooperation which has always existed between your 
984 company and my Administration, I have wished to 
make you acquainted with what has been pointed out 
above and should be thankful for having your remarks on 
the matter, particularly regarding the prospective of obtain¬ 
ing a considerable increase in the eastgoing traffic on our 
common route. 

“Yours very truly, 

ENGSET.” 

Countersigned by Haarberg. 

That is perfectly clear to understand, because the Buenos 
Aires reference to our normal traffic would naturally com¬ 
prise all South America traffic handled by New York. I 
do not think there is any understanding there mentioned 
about a radio circuit. Furthermore, at the time I talked 
to Mr. Engset I do not think anybody mentioned South 
America traffic. I think that came up later. 

Q. This says, does it not, that you have proposed to estab¬ 
lish a direct radio route between Norway and Buenos Aires? 
A. It says it, but all I can say I did not discuss anything 
like that. 

Q. What about the statement that your companies control 
the majority of the cable traffic? A. Well, that of course, 
as I said before, and can only say again. I do not think I 
would be so unintelligent as to tell a man of Mr. Engset’s 
ability, who had all the figures before him of what every¬ 
body’s traffic is, telegraph and cable, who sees all the West- 
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ern Union traffic, sees all the Commercial traffic, if I should 
tell him our company controlled all the trajffic I would 

985 certainly lose my standing with him, so obviously, as 
I said before, I could not have said anything like that. 

Q. Then obviously Norway has entered into this agree¬ 
ment to agree with you under a misapprehension of the 
situation? A. None whatever. They understand perfectly 
well. They have all the documents before them, I just as the 
Commission has here, that it is to be the normal! route, and 
they understand that the normal route for our system traf¬ 
fic from New York comprises our traffic also from South 
America which has to get to Norway someway. 

Q. I am not talking now about the Buenos Aiiles part. I 
think you will agree there is no doubt that the statement 
here of a discussion of a direct Buenos Aires-ISjorway cir¬ 
cuit is mentioned? A. I do not think there isjany doubt 
there, the letter is quite clear. 

Q. As to the majority of the cable traffic, there is no doubt 
in your mind, is there, as to the clearness of the statement 
here that Mr. Engset understood that Mackay knd its as¬ 
sociated companies control the majority of the Qable traffic 
from the United States to Norway? A. I do not think he 
understood anything like that, because he has had all the 
figures. 

Q. You have testified, have you not, that you |iave never 
seen a cablegram from the United States to Norway as it 
was delivered in Norway, and that you do not know whether 
or not the cablegram, as delivered by the company which 
transmits it from London to Norway, sho-sys the corn- 

986 pany of origin. So you do not know whether Mr. 
Engset has any information as to the amount of traf¬ 
fic which leaves the United States via Commercial and via 
Western Union respectively? A. I do not knowjthat, but I 
do know that he had no statement from me that we would 
control the majority of the traffic from the United States 
to Norwav. 

0. Is it possible that Mr. Taranger may have jmade such 
» statement? A. It is possible, but I doubt very seriously 
that he did, because any statement of a serious character 
like that, that he might make, I think he would re^er to me to 
check up on the figures. 
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Q. What present facilities has Norway to carry on the 
circuit with Mackay? A. Well, I do not know completely, 
but I do know they have two short wave transmitters of 
about 20 kilowatt capacity, and they have a modern short 
wave transmitter, a short wave station a short distance out 
from Oslo. 

Q. Would the establishment of a direct Mackay circuit by 
Norway mean alternating the service between Mackay and 
R. C. A.? A. It might mean forking the service at certain 
periods of the day, but in the main, in the periods of the 
common business hours, the peak traffic hours, there un¬ 
doubtedly would be an intention to have separate cir¬ 
cuits during those hours. 

Q. Do they have facilities now to operate circuits 
987 with R. C. A. and with Mackay simultaneously, as 
well as carrying on their other radio telegraph com¬ 
munication services ? A. I am not familiar with how many 
simultaneous short wave circuits they operate out of Oslo. 

I do know thev do have two short wave transmitters and 

* 

they have their extensive long wave plant for their Euro¬ 
pean services. Whether it would be a practical problem to 
work the two short wave transmitters at certain hours of 
the day for Mackay and R. C. A. simultaneously I could not 
say. 

Q. Of course they operate with R. C. A. a very large 
portion of each day? A. Yes, I know that. 

Q. You just do not know what their physical situation is 
from the standpoint of apparatus now available, do you? 
A. No, nor do I from the standpoint of their traffic. That 
is something that would require a great deal of study. I 
just made a visit of courtesy. They asked me to go and 
see their station. I did. I did not make anv studv of that. 

* V 

Q. Did vou negotiate the Denmark-Mackay contract? A. 
I did. 

Q. During that negotiation was there any discussion of 
the purchase by Denmark of a high power broadcast trans¬ 
mitter? A. No, I do not believe there was. 

Q. Was a high power broadcast transmitter purchased bv 

Denmark on open bids at approximately the time that the 

Denmark-Mackav contract was executed? A. I do not be- 

•/ 

lieve so, or subsequently, if my memory is correct. 
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988 Q. You have no knowledge of the purchase by Den¬ 
mark of a broadcast transmitter of 150 kilowatt 

power, more or less? A. Broadcast, yes. Yes, they bought 
from our company a Kallenborg Broadcast transmitter. 

Q. At about the time they executed the contract with you? 
A. I do not know in relation to that. 1 do not evCn know the 
date. I know thev bought the Kallenborg transmitter. I 
thought vou were talking about short wave. 

Q. What company did you hear they bought that from? 
A. I think that was bought from the Standard Telephones 
and Cables, London. 

Q. Is that aii I. T. & T. subsidiary? A. Subsidiary of the 
International Standard Electric Company, yes. 

Q. Which in turn is a subsidiary of I. T. & Tj.? A. Cor¬ 
rect. 

Q. Do you know whether or not the bid of the Interna¬ 
tional Standard Electric Company was very mudh lower in¬ 
deed than the bid of any other company? A. I do not know 
anything about it. 

Q. You do not know anything about the amoun|? A. That 
is quite out of my sphere of activity. 

Q. Do you know anything about the relationship, from 
the standpoint of time, as to whether the bids were opened 
before or after the execution of the Denmark-Mjackay con¬ 
tract? A. No, I do not, but I do know this, that the 

989 people that were handling that thing had do consulta¬ 
tion with me. I do not think we had any discussions 

with those people at the same time, or about that time. The 
manufacturing side of the business is quite separate from 
the communications side, and that is particularly true in 
England where we sometimes do not see them fof very long 
periods. I can assure you there was no conversation be¬ 
tween anvbodv of the communications side and j the manu- 
faeturing side with regard to this Kallenborg broadcaster. 
I do not know whether the dates are anywhere dear, I am 
not in a position to say whether they are the safne date or 
whether weeks or months apart. There is no relationship 
whatever. 

Q. It is simply a coincidence? A. A coincidence, exactly. 
Q. Now, Mr. Buttner, have you had negotiations with any¬ 
one in Switzerland concerning the establishment of a direct 
Mackay Circuit between Switzerland and the U. S.? A. 
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Yes, rather fruitlessly, for a period of a number of years. 

Q. With whom, in the last three or four years, have you 
talked with in Switzerland? A. With Dr. Fuhrer, who was 
Postmaster General, Director General of Post Offices, with 
reference to Radio Suisse, and also Dr. Rothen, Managing 
Director of Radio Suisse. 

Q. Will you state briefly the representations which you 
have made to these gentlemen concerning the establish¬ 
ment of a Mackay circuit? A. That is a rather large 

990 order. Briefly, it is this, that our system has sent the 
bulk of the traffic from the United States to London 

and then over Radio Suisse to Switzerland, and that in the 
earlv stages of discussion with Radio Suisse the director of 
Radio Suisse stated that under no circumstances would he 
ever be in a position where he could not open a radio cir¬ 
cuit with both parties. That was about 1931. Later, I think 
it was,—I want to be sure of the dates,—shortly after the 
League of Nations opened the Disarmament Conference, a 
temporary circuit was set up with R. C. A. At that time I 
went up to Berne to discuss with him our previous discus¬ 
sions, where he stated when the time came Switzerland was 
sooner or later to have a direct radio service, because they 
did not want to find themselves in the position they were 
during the war where their communications had to go 
through a third party, so at that time I reminded him of 

his conversations that if and when thev had a service with 

* 

the United States he was going to consider both parties, and 
he said at that time that matters had changed slightly from 
what they were when he first talked to me, lie was not quite 
in the position that he was before, because he had received 
a visit from Admiral Coode, Rear Admiral or Admiral, Re¬ 
tired, of the British Navy, who was the director or manager 
of Western Union’s activity in Europe, and on that visit he 
stated that while Western Union would not oppose in any 
wav the establishment of radio bv Radio Suisse, if Radio 
Suisse were determined to establish such a circuit with the 
United States, they preferred that to be with R. C. A. and 
not Mackay. He said that Radio Suisse was in a 

991 position where they could not afford to alienate the 
Western Union, that the great bulk of their business 

and their income was derived from transmitting the mes¬ 
sage of Western Union to and from Switzerland to and from 
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London, and he hoped our companies would not take great 
offense against it; it was his intention to try t<j> maintain 
the status quo in Switzerland. 

Later it developed that there was some demand in Switz¬ 
erland among the brokers for a fast service for all classes of 
traffic. The service as initiallv started was only fbr deferred 
or night letters, and after the service was opened for all 
classes of traffic Mr. Heiskell, who was executive representa¬ 
tive in Europe of Commercial Cables, went to Berne with 
me to discuss their question again, and pointed Out at that 
time that Radio Suisse seemed to have enlarge^ upon the 
radio activitv, and the cable interests were yerv much 
alarmed because they could see the cable traffic disappear in 
Switzerland like it had disappeared in other countries, and 
we renewed our request to be given consideration on the 
same basis as R. C. A. The request was futile and without 
success. 

Q. What terms did you offer Switzerland? A. I do not 
recall directly, but I think it was a 50-50 division of traffic, 
and we would make the Swiss circuit a normal route for our 
traffic. 

Q. Did vou sav anvthing about cable revenues, or anv- 
thing of that sort? A. About that same time the Commer¬ 
cial Cable Company made a suggestion to the Swiss Ad¬ 
ministration, but I had nothing to do with anything 
992 of that sort. 

Q. Do you know what that suggestion was? A. I 
know that suggestion was made a verv long time ago and 

v O j o 

was subsequently withdrawn in writing. The suggestion 

more or less covered this: If the normal route for all svs- 

* 

tern traffic was made via radio to and from Switzerland, if 
there were anv remaining traffic sent bv cable, that there 

w L-' ' j 

would be some sharing of tolls. As I said before;, that letter 
was withdrawn, or that offer was withdrawn. 

Q. The sharing of tolls by the cable compaiiv with the 
Swiss Administration? A. Radio Suisse, that is right. 

Q. With the Swiss company? A. With the Radio Suisse. 

Q. Even thought Radio Suisse did not handle the mes¬ 
sage? A. As I said before, the fact that we w^re to make 
it the normal route,—the offer was really of only academic 
interest, because there would not be anything to speak of 
transmitted by the cables. 
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Q. But the offer was made, was it not? A. I understand 

it was. As I said, I did not make it. 

Q. The offer was made that if traffic should be handled 

by cable the Swiss company would get the same percentage 

of the cable tolls which it would have gotten if the traffic had 

been handled bv radio? A. I am not familiar with what the 

•/ 

terms were. 

Q. That is substantially it, is it not? A. There was 

993 lo be some apportionment of cable tolls. As I said 
before, it was our intention to make the radio the 

normal route, and that letter was afterwards considered to 
have been sent in error and was subsequently recalled. 

Q. It would sort of make radio the super-normal route, 
would it not? A. Beg pardon? 

Q. It would sort of make radio the super-normal route, 
would it not? A. If that had been put into effect it would 
have been of no practical importance, because there would 
have been no cable traffic. 

Q. You feel then that the numbr of people in the United 
States who demand cable traffic is negligible? A. I say 
those people that would demand the cable traffic would al¬ 
ways get it, because the international regulations provide 
the method whereby no one can disregard the customer’s 
intent to have cable transmission. 

Q. You said a minute ago that the amount of it would 
have been immaterial, that radio would have been the nor¬ 
mal route. Do you mean that the number of people in the 
United States who demand the cable transmission of mes¬ 
sages would produce an inconsequential amount of traffic? 
A. I can not testify as to that. I am not familiar with just 
how the cable users feel about the use of cable and wireless. 
Q. If the amount of traffic would have been immaterial 
why was the offer of a division of the cable tolls 

994 made? A. I can not testify to that. I say there was 
something done by the cable people. 

Q. Now have you had any conversations with anyone in 
Poland concerning the establishment of a direct Mackay 
Radio to Poland? A. No, I have never been to Poland. 

Q. With Holland? A. With Holland, yes. 

Q. Will you please tell us to whom you have talked, and 
the basis upon which you suggested the establishment of the 
direct Mackay Radio circuit with Holland? A. I talked 
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with the Postmaster General, whose name I can nbt think of 
at the moment, I will think of it in a minute,—Mr. Damme, 
—the existing Postmaster General, and it was suggested at 
that time that they establish the circuit with Mackay Radio. 


never 


got 


Those negotiations were never considered, they 
anvwhere. We were told bv the Administration, by the 

* w m j 

Postmaster General, that he had no intention for tpe moment 


of disturbing the existing arrangements. 

Q. Did you make any suggestion as to a basis upon which 
you would be willing to establish a circuit or service? A. I 
do not recall whether a suggestion was made by the Com¬ 
mercial Cable Company at that time or not, but if it was 
made at that time, why, it was recalled when the one to 
Switzerland was recalled. 

Q. How about the basis by Mackay Radio? Do you re¬ 
member anvthing about the details of that!? a. Yes, 

995 I do. That was on the basis of 50-50 division of tolls, 
the usual basis. 

Q. Mackay Radio to be made normal international sys¬ 
tem route? A. That I could not recall from memory. I 
will have to check that up. 

Q. Did you have any conversations with Belgium? A. 
Sir? 

Q. Did you have any conversations with anyone in Bel¬ 
gium? A. At various times we had conversations with the 
Postmaster General, Mr. Sadzot. 

Q. Upon what basis did you suggest the estalishment of 
a direct Mackay Radio route with Belgium? A. As I recall 
it was on the basis of making Mackay Radio the normal 
route. 

Q. Do vou remember about the division of tolls ? A. That 
I would not want to recall from memory. I think it was 
50-50. I 

Q. Any representation as to any other inducement, or 
anvthing of that sort? A. I recall none. 

Q. How about Czechoslovakia? A. Czechoslovakia is a 
very special situation, because Czechoslovakia,^we had a 
contract with the Czechs, which contract we were all ready 
to put into execution. The Czechs were very keen, it was 
going to improve their situation very much. We were very 
anxious to have that circuit. By the interpretation of the 
Radio Corporation of America that contract was ex- 

996 elusive. 
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Q. Was tliat? A. The interpretation that it was exclu¬ 
sive, as far as the Czechs were concerned, it was exclusive, 
because they had a contract with us and cound not exe¬ 
cute it. 

Mr. Wozencraft: I object to the word “exclusive”. 
The Witness: That may not be the right way to state it, 
but that certainlv was the effect it had. 

Mr. Wozencraft: I object to the statement. 

The Chairman: You do not object to the statement that 
they did not get the circuit? 

Mr. Wozencraft: No. 

The Witness: All we had was the signed contract and 
nothing else. 

By Mr. Wozencraft: 

Q. Now since the arbitration decision have there been 

anv further conversations with Czechoslovakia? A. There 
* 

certainlv have. We have been discussing the final details 

v O 

as to when we should have a service with Czechoslovakia. 
Q. On what basis have you suggested the establishment of 
a circuit? A. With Czechoslovakia? 

997 Q. Yes. A. I presume it is on the basis of the old 
contract. 

Q. The old contract. The Mackay Radio circuit being 
the normal route for the international system of traffic, of 
course? A. Undoubtedlv, for Czechoslovakia. 

Q. You do not know whether there had been any repre¬ 
sentations as to other factors which might enter into the 
situation? A. I know of none. 

Q. You say your impression of the proposed contract with 
Czechoslovakia is it is on the usual basis of 50 per cent of 
the tolls? I do not recall just what the basis is. 

Q. Would you call 50 per cent of the tolls a usual basis? 
A. I think that is not a correct statement, because thev varv 
with the different countries. In some cases, like France, 
the transmitting station gets all the tolls. 

Q. As in Denmark? A. As in Denmark. 

Mr. Kern: You mav finish vour statement, if vou want to. 
The Witness: Denmark, though, there is also a 50-50 
division of tolls as regards transit traffic, which I do not 
know whether it obtains in France or not. 
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By Mr. Wozencraft: 

Q. There has been some talk about the Grea^; Northern 
situation as affecting Denmark. Do you happen to 
998 know how the Great Northern enters intp the Den- 
mark-Mackay situation? A. No. As I say, that is a 
cable matter, and anything I would say would be without 
value, because it would onlv be hearsay. 

Mr. Wozencraft: You can take the witness. 

The Chairman: I believe Mr. Kimball is not in the room. 
Mr. Kennedy, or Mr. Arnold. 

Cross-Examination 


By Mr. Arnold: 

■ 

Q. Mr. Buttner, do you recall to your mind the letter of 
June 14, 1935, written to the Norwegian Telegraph Ad¬ 
ministration, which is made a part of your exhijbit, includ¬ 
ing the proposed agreement, and which refers to ^he normal 
route in connection with this circuit? A. Is that ijhe Novem¬ 
ber 14, letter? 

Q. The November 14 letter, yes. A. No, I could not say 
as to that. Mr. Kern would know that. 

Mr. Kern: That is June 14th. 

Mr. Arnold: June 14th. I beg your pardon. 

Mr. Kern: This is the letter he is referring j;o. 

The Witness: June 14th, yes. I told Mr. Kprn before 
that that was made part of the agreement. 

Bv Mr. Arnold: 

* 

Q. You signed this letter? A. Yes. 

Q. How many circuits does this contract contemplate be¬ 
tween New York and Norway? A. The contract,—I 
999 think this covers initially one circuit, but as far as 
the contract is concerned, if the volume otj traffic, or 
the delay at the busiest time of the traffic required another 
circuit, that would be amply provided for in th^ contract, 
because the contract covers the service rather than the cir¬ 
cuits, the establishment of service rather than circuits. 

Q. Is that your explanation for stating that the traffic 
will be transmitted by “our joint operated radio circuits 
to Norway”? A. If those things were done by rriyself as a 
sort of sea lawyer, sometimes I said “circuit” knd some- 





600 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

times “circuits,” and sometimes I said “service.” I be¬ 
lieve the proper way, if the lawyers had done it in this par¬ 
ticular instance, evidently is quite evident, they would have 
said “direct circuit or circuits.” 

Q. When you say “circuits” you mean the service? A. 
That inference, as I say, covers the service. It might be one 
circuit or more, as the service demands it. 

Q. There is only one circuit from New York to Norway 
involved at the present time? A. As far as the Mackay ap¬ 
plication is involved for the moment, it only covers one cir¬ 
cuit, yes. 

Q. Mr. Buttner, what was your authority for signing this 
letter? A. My authority for signing that letter was a prev¬ 
ious discussion that I had with the various officials of the 
Commercial Cable Company, or the Mackay Company, Mr. 
Stone, Mr. Goldhammer. We generally agreed that here 
was a very special situation where obviously, if we 
1000 were to retain our position, there could only be one 
proper way to handle it, and that was to make it the 
normal route. 

Q. You did not have any specific authority from the Com¬ 
mercial Cable Company? A. There was no action of the 
board of directors, or was it deemed necessary that any 
legal action must be taken to authorize me, so far as I know. 

Q. This letter is not as yet binding on those companies 
then? A. Beg pardon? 

Q. This letter is not binding on those companies ? A. It 
is only binding on us to this extent: We certainlv would 
stand back of our word to them, as they would stand back of 
their word to us. If they would require any legal action by 
the Cable Company, if such action was permitted by the 
Commission, I am sure that would be forthcoming. 

Q. By “our word” you mean “your word”? A. Beg 
pardon? 

Q. By “our word” you mean following the conversation? 
A. Yes, the word of the company in this letter. If it was 
not strictly right in the legal sense, if it was not permissible 
bv law, I have no doubt myself that the necessary action 
would be taken by the board of directors to confirm this. 

Q. I believe the Norwegian Government has entered into 
an agreement to sign this agreement? A. Yes, sir. 
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1001 Q. Have tliey extended that agreement ? A. There 
is no time limit to it. It is a complete understand¬ 
ing with the Postmaster General, the Minister of Commerce 
and myself on behalf of the Mackay Radio, that they would 
execute this agreement. I have no doubt in my own mind 
now that they have been informed by ourselves, oi‘ by others, 
that this application is pending before the Commission here, 
and they will not be in any haste to sign it until tjhe decision 
has been rendered by this Commission, becaus^ obviously 
they would not like to put themselves in a positioh as having 
signed something which the United States Giovernment 
would not authorize. I am sure no action would be taken 
on their part until the decision has been handejd down by 
this Commission. 

Q. Mr. Buttner, what are your duties in connection with 
the Radiar Company? A. Well, the Radiar, I am the vice 
president, and we have a little office in Paris wheije we solicit 
traffic for South America from Paris. We have a manager 
there, one or two employees. I have charge of them, and I 
act for Radiar, as I did in the case of Czechoslovakia, in 
negotiating the terms of a traffic contract between Czecho¬ 
slovakia and the Radiar Company. Radiar’^ principal 
activity in Europe is in Spain. We have the Rhdiar offices 
there, and we have a manager, an Argentine natijonal who is 
manager there. It is part of my duty, I presumje in Radiar 
to continually consult with him at various periods about the 
business of Radiar. 

Q. If any contract was entered into between Radiar 

1002 and Norway it would pass through your hands? A. 
What was the question? 

(The question was read by the reporter.) 

A. It should, Yes. 

Q. What are your duties in connection with the Inter¬ 
national Telephone & Telegraph Company? A. Well, my 
duties in connection with the International Telephone & 
Telegraph Company have largely to do with the radiotele¬ 
phone service operated by the International Telephone and 
Telegraph Company in South America. We have corres¬ 
pondents, telephone correspondents, the British Post Office, 
The French Post Office, the German Reichpost, we have 
made arrangements, traffic agreements in iome cases 
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signed and others not signed, just simply verbal understand¬ 
ings confirmed by notes and letters, we have negotiated 
those arrangements, and I act, when requested by either 
party, in the interpretation of those, sometimes carrying 
out the practical operation of those radiotelephone circuits. 

Q. Would you mind stating for the Commission as to 
which of these companies pays your salary? A. I wish I 
could. All I know is my salary is deposited in the bank in 
New York. It seems to be there twice a month. I do not 
know how it is apportioned. I do not have the remotest 
idea. 

Q. You feel confident it will continue to be paid, how¬ 
ever? A. Beg pardon? 

Q. You feel confident it will continue to be paid? A. I 
feel hopeful. 

1003 Mr. Wozencraft: I concur in that hope. 

By Mr. Arnold: 

Q. Is the Spanish Company, of which you are a vice presi¬ 
dent, also a subsidiarv of the I. T. & T.? A. Yes. That 
Radiomarine Company is the subsidiary of the I. T. & T. 

Mr. Kern: Directly? 

The Witness: How? 

Mr. Kern: Directly? 

The Witness: I think that is through the Standard Elec- 
trica, which is a subsidiarv of the International. 

By Mr. Arnold: 

Q. You are not certain as to that? A. I would not want 
to swear as to that. I have reasonable doubt. 

Q. Perhaps that is where your salary comes from. A. 
From the looks of the income statement I doubt it. 

Q. You were referring to a company organized in Spain 
and not the English company through which you operate in 
a semi-advisory capacity? A. That is still another com¬ 
pany. That is a British company. 

Mr. Arnold: That is all. 

The Chairman: Any further questions of Mr. Buttner? 
Thank vou, Mr. Buttner. 
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(Witness excused.) 

The Chairman: That, I believe, completes your case? 

Mr. Kern: We have finished with our direct presenta¬ 
tion. I am going through the record carefully to find out 
whether there are any questions or any things that 
1004 need to be brought up. We can bring tlios^ up on re¬ 
buttal. We may have further testimony ih rebuttal, 
if there is other evidence which we think needs reply. 

The Chairman: The Chair understands that Mf. Kimball 
has been called away on another case and that there are 
some witnesses here at the suggestion of the Commission 
with reference to the replies submitted to the questionnaire, 
and that it will be convenient to have them appear at this 
stage of the proceedings. 

Mr. Arnold, how long do you anticipate the examination 
of those witnesses will take? 

Mr. Arnold: I do not think it will take oveij 15 or 20 
minutes. 

(Discussion off the record.) | 

The Chairman: We will recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at the hour of 4:50 o’clock p. m. the hearing 
was recessed until 10 o’clock a. m. of the following day, 
Wednesday, January 22, 1936.) 
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In the Matter of - 

Petition of Mackay Radio & Telegraph Company, Inc. 
New York, N. Y. 

Application for modification of license: 

Request to add Oslo, Norway as a point of communication. 
The above-entitled matter came on for further hearing- 
before the Telegraph Division of the Commission in Room 
7121 Interstate Commerce Commission Building at 10 
o ’clock a. m. 

PRESENT: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

APPEARANCES: As heretofore noted except Mr. Kim¬ 
ball not present, and Mr. Royce present with Mr. Dunn 
for the Trustees of Postal Telegraph & Cable Corp. 


Proceedings 

The Chairman: Are the witnesses from the Western 
Union present this morning? 

Mr. Mills: Yes, sir. 

1008 Whereupon—Claude Mills being first duly sworn 

by the Chairman, testified as follows: 

The Chairman: The Chair understands that it is Mr. 
Kimball’s desire, since he is not here this morning, that 
the witnesses be considered though they were on cross-ex¬ 
amination. 

You may proceed. 
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Cross-Examination 
By Mr. Kennedy: 

Q. Mr. Mills, what is your position with tlffi Western 
Union Telegraph Company? A. Auditor of cables. 

Q. How long have you been with this company? A. 
Twenty-five years. 

Q. Are you familiar with the response of the Western 
Union filed with the Commission in answer to the Com¬ 
mission’s questionnaire, I believe it was on December 14th? 
A. I am. 

Q. Did you prepare that response or was it prepared 
under your supervision? A. All the accounting features of 
that response were prepared under my direction. 

Q. Have you a copy of it with you? A. I have. 

Mr. Kennedy: Mr. Chairman, this response hhs been in¬ 
troduced already by Mr. Kimball as Western Union’s Ex¬ 
hibit No. 1. 

i 

By Mr. Kennedy: 

1009 Q. Do I understand that you are only prepared to 
testify as to accounting matters, Mr. Mills | A. That 
is correct. 

Q. I think you have a witness present on traffic matters ? 
A. Yes, sir. 

Q. Will you explain please the division of tblls by the 
Western Union and its connecting carriers at Jjondon or 
other points for traffic eastward and westward between the 
United States and Norway? A. All eastward traffic to Nor¬ 
way— 

Q. (Interrupting) Which exhibit is that on now? A. 
Exhibit 1-3-A attached to our reply. 

Q. Now, will you go ahead? A. In the eastward direc¬ 
tion, our traffic is transferred to the Great Northern Com¬ 
pany at London, and the pay out that we make is gold francs 
.435. 

Q. Will you point out where that is on the eihibit? A. 
That is in the first upper lefthand block of the exhibit. That 
is, via the normal route. The table starts out with total 
collections of 24 cents in New York, followed b^ the pay¬ 
outs and the respective divisions. 

Q. All right. A. Do you want the divisions? 

I 
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Q. Yes. A. Of the 43-3-4 centimes, the British transit is 
.052; the Great Northern Cable retains .113; the Danish 
transit rate is .08; the Danish-Norwegian Cable is .04, and 
the Norwegian terminal is .15; total of francs .435. 

1010 Q. That is eastward? A. Yes, sir. 

Q. On the normal route? A. That is the normal 
route, yes, sir. 

Q. What is the division by the other routes which you 
mentioned? A. The alternate routes eastward? 

Q. Yes. A. The collection is the same via all routes. Via 
the Anglo-Norwegian Cable, the first alternate route, the 
payout is the same,—total francs .435. In that case, the 
British transit rate is francs .12; Anglo-Norwegian Cable is 
.165, and the Norwegian terminal .15; total of francs .435. 

Q. Without breaking down the other routes, which I be¬ 
lieve the response shows are very seldom used—A (Inter¬ 
rupting) Very seldom if any. 

Q. Your payouts are greater? A. On the other two, yes, 
sir. 

Q. Wliat are the divisions in westward traffic via the 
normal route? A. The normal route westward is via the 
Anglo-Norwegian Cable. The collection in the Norway to 
New York is francs 1.20. The Norwegian terminal is francs 
.15; the Norwegian half of the Anglo-Norwegian Cable is 
.0825. The British half of that is .0825, and the British term¬ 
inal is .12; total retained by the connecting lines is francs 
.435. The Western Union receives at London the remainder 
.765. 

Q. Mr. Mills, do you know if the Western Union 

1011 Telegraph Company has a contract with the Great 
Northern for the exchange of traffic to and from Nor- 

wav? A. No; so far as I know it has not. 

Q. Do you know if it has any contract with any of these 
other connecting carriers that you mentioned? A. For the 
Norwegian traffic? 

Q. Yes. A. No. 

Q. It has not? A. No, sir. 

Q. In the appearance of the Western Union filed in this 
case, this statement is made: “With respect to the traffic 
so diverted, the proportions for the through rates of 24 
cents per word eastbound and 3.20 gold francs westbound 
which have heretofore been received by the Government of 
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Norway will be substantially increased, and that the reve¬ 
nues of the Western Union Telegraph Company and Com¬ 
mercial Cable Company, American communications com¬ 
panies will be substantially lessened to the detriment of said 
American communications companies and without any cor¬ 
responding benefit to any member of the American public. ’ ’ 
Will you explain that please? A. Any diversion of traffic 
from the cable route will give the Norwegian Administra¬ 
tion a greater participation, because as we understand it, 
the tolls via the American radio and Norwegian radio are 
divided 50-50 as a general thing, and out of the francs 1.20, 
that would give francs .60 to the Norwegian Administration 
as against francs .43 via the normal cable route. 

1012 Q. Were you here yesterday afternoon, Mr. Mills? 
A. Yes, sir. 

Q. Do you recall the exhibit which the Commission intro¬ 
duced into the record of a statement from the (Commercial 
Cable Company of its annual traffic eastward and west¬ 
ward, and the revenues obtained from that traffib, from the 
years 1919 to 1935, inclusive? A. Yes, I do recall. 

Q. Could the Western Union Telegraph Company fur¬ 
nish similar information? I understand vou have not that 
information with you. A. No, I have not with pie* no > sir. 

Q. Could the Western Union Telegraph Corfipany fur¬ 
nish the same information for the same years bv mail after 
your return to New York? A. I believe we can. 

Q. Would there be any objection as far as yqu know, to 
doing so 1 A. I can think of none, no, sir. 

Mr. Kennedy: Mr. Chairman, I think that is pll the ques¬ 
tions we have at the moment from this accounting witness. 
I would like to make the request that the Western Union 
Telegraph Company furnish that information after this 
witness returns to New York, and«we would like to have an 
agreement that it be introduced into this record gs Commis¬ 
sion’s Exhibit No. 5. 

The Chairman: Is there any objection? 

- 

(No response) 

! 

The Chairman: It will be done. Mr. Wozencraft, 

1013 have you any questions ? 

Mr. Wozencraft: No questions. 

The Chairman: Mr. Kern? 
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Cross-Examination 
Bv Mr. Kern: 

Q. The division that you gave is as to the first zone ? A. 
New York Citv. 

Q. What would be the division to other zones? A. Be¬ 
yond the free zone, the landline toll of course is added. This 
division is from the free zone and would be unaffected by 
the addition of the land line tolls west of New York. 

Q. You stated that the division of the Norway traffic by 
radio would be .60 to the Norwegian Administration. Take 
a message for the First Zone, what would be the division? 
The Norway terminal would be francs .15, would it not? A. 
Speaking of what? 

Q. Under the radio? A. The total is .60, as I under¬ 
stand it. 

Q. The terminal tax I am talking of now. A. Yes, sir, 
they would get those .15. 

Q. And the Norway radio would receive .425 ? A. I do 
not follow these .425. 

Q. If you took 60 as the base and then you take the pay¬ 
outs on each end, which would be the Norway terminal and 
the United States First Zone, to wit, 20/100ths of a franc, 
the difference would be 85, and you divided that by 
1014 two and you get 42- 3 4, would you not? A. I know 
nothing about the francs .20 and the American land¬ 
line. 

Q. That is the equivalent of the First Zone charge, is it 
not? A. Yes, sir. 

Q. You stated that any diversion will give he Norwegian 
Government a greater participation. You handle some traf¬ 
fic to Norway by radio, do you not? A. We transfer some 
to radio. 

Q. How much do you transfer to the R. C. A. from mes¬ 
sages picked up by Western Union? A. For Norway? I 
cannot answer exactly. Thirty to forty a day. 

Q. What percentage is that of your total traffic? A. Very, 
very trifling. 

Q. You have not the total figures for the first ten months 
of this year of the number of messages picked up by the 
Western Union for Norway? A. No. 

Q. The figures are in the record already? The number 
of messages you handle directly by cable? A. Yes, they are. 
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Q. I should leave out the word “directly,’, but handled 
by cable to London, and then over the Northern or Anglo 
cable to Norway. How many messages does!the Western 
Union deliver from Norway that come by wayj of radio cir¬ 
cuits ? A. I don’t know. 

Q. The R. C. A. figures from Norway are 'that they re¬ 
ceived 914,707, I believe, subject to correction. A. 

1015 Yes. 

Q. You don’t know what part of tjiose are de¬ 
livered by R. C. A. and what part are delivered by West¬ 
ern Union? A. No, I do not. 

Q. To what extent do you transfer to radio, messages for 
other countries such as Poland? A. We transfer some to 

j 

Poland and some to Sweden. 

Q. More than to Norway? A. No. Those thtee countries 
are about equally divided. 

Q. You mean 30 or 40 a day in each case? 4- Something 
like that, yes. 

Q. To what other countries do you transfer messages to 
be transmitted bv radio? A. There are a few to Russia 

•/ I 

and some to Turkey. You are speaking of course on unor¬ 
dered traffic? | 

Q. Either way; you can break them down. A. These are 
all unordered. 

Q. Then you would estimate that Sweden, Norway and 
Poland would run from 90 to 120 a day that you transfer 
to radio? A. Not over; at the present time, npt over 90 to 
100 as a total. J 

Q. Do you transfer messages to radio for Czechoslovakia? 
A. Unordered? 

Q. Yes. A. There may be an occasional message, I am 
not certain. ! 

1016 Q. Do you transfer it to Switzerland? , A. No. 

Q. In no cases? A. Not that I know of! These are 
all unordered. 

Q. Let us take other countries. Do you do it to France ? 
A. No, sir. 

Q. In no case ? A. Except ordered. 

Q. England? A. No. 

Q. Spain? A. No. j 

Q. Italy? A. No. 

Q. Germany? A. No. 
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Q. You have a contractual situation in Germany for han¬ 
dling it by cable? A. That is correct. 

Q. You also have a contractual situation in Italy for 
handling by cable ? A. That is correct. 

Q. As has been testified by Commercial Cable witnesses ? 
A. That is right. 

Q. Do you have any contractual arrangement which pro¬ 
hibits you from doing it to London ? A. Not that I know of. 
Q. Or to France? A. No. 

1017 Q. Your agreement with the R. C. A. for pickup 
and delivery of messages, transatlantic messages, 
provides that you will return, if the routed traffic is not 
sufficient, one message for each four and one-half received 
by the Western Union from the Radio Corporation, does it 
not? A. That is correct. 

Q. The total number of messages then that you hand to 
the Radio Corporation under the traffic is sufficient to make 
up that difference between the routed messages sent to the 
R. C. A. picked up by you and the amount that your con¬ 
tracts calls for? A.Yes, we maintain a balance. 

1022 Bv Mr. Kern: 

* 

Q. How do you handle messages to Russia and Turkey 

other than via R. C. A. circuits ? A. Bv transfer of London 

* 

to Great Northern. Turkey I believe via Eastern. 

Q. What are the out-payments on such a transfer for 
Russia bv cable at London? A. Russia via the Great 
Northern eastward pay-out gold francs .77. 

Q. What is the total rate ? A. 30 cents. 

Q. That includes all the pay-outs, terminal and every¬ 
thing else? A. Yes, sir, that is the total pay-out. 

Q. How much net does that leave to the Western Union 
in cents? A. Normallv 15.14 cents. 

Q. And under present gold franc equivalent? A. Under 
present currency conditions, it would be between 8 and 9 
cents. 

Q. The same information as to Turkey? A. The 

1023 rate is 36 cents. The pay-out is gold francs .74. That 
is the normal equivalent for 14.28 cents, leaving a 

normal net of 21.72 cents. 

Q. And the equivalent at the present time in cents ? What 
is the actual equivalent in cents at the present time that is 
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retained by the Western Union? A. The gold franc pay¬ 
out of .74 is increased to 24.42 cents. That is very approxi¬ 
mately correct, leaving 11.58 cents net out of the!36 cents. 

m/ 7 

Q. 77 centimes at the present time is equivalent to approx¬ 
imately 26 cent's ? A. 76 or 77. 

Q. Going back to Russia, you pay out 77 centimes or 26 
cents. Your total rate is 30 cents. Should not [the answer 
be about 4 cents retained by Western Union? | A. Yes, it 
should. 

Q. On Czechoslovakia, will you give the sanle informa¬ 
tion, and in the case of Czechoslovakia show if you can how 
that is divided between the cable toll and the land line if 
you use land line. A. The rate is 31 cents. The! pay-out of 
the normal rate is gold francs .505, normally 8.|5 cents. 

Q. To whom does that pay-out go? Do you fjay it all to 
one company? A. No. That traffic normally circulates over 
our Antwerp direct wire and then beyond to the other 
administrations. 

Q. What other administrations do voiji use from 
1024 Antwerp? Belgium? A. It leaves us| over our 
Anglo-Belgium leased wire to Brussels or Antwerp. 

Q. Then from Antwerp on? A. I don’t know. Whatever 
connecting line the Administration uses. 

Q. You give it to the Belgium Administration? A. We 
give it to the Belgium Administration. 

Q. That 8.75 is the land line charge and terminal tax? 
A. 8.75 is the normal equivalent of the pay-out beyond 
London. 

I 

Q. What does that leave the Western Union net? A. Nor¬ 
mally 21.25. 

Q. And at present? A. The pay-out at prebent is the 
equivalent of 16.66 cents, leaving 14.34 cents. 

Q. Give the same information for Poland. A. ]For Poland 
the rate is 25 cents. The pay-out is gold francs via the nor¬ 
mal rate, gold francs .505 or 9.75 cents, leaving a normal toll 
of 15.25 cents. 

Q. These are all in the first zone? A. Yes, siij. 

Q. And under present conditions, the net Retained by 
Western Union is how much? A. That .505 gold francs pay¬ 
out is now the equivalent of 16.66 cents. 

Q. From 25 cents? A. Leaving 8.34 for the cable com¬ 
panies. 
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Q. 8.34 cents ? A. Yes. 

1025 Q. When you speak of the normal route, those are 
not contractual arrangements in any of those cases? 

A. No, they are not. 

Q. You send more messages though by the cables to all 
of those points than you do by diverting to radio ? A. I can 
not sav. 

Q. Have you any contracts recognizing radio as the nor¬ 
mal route? A. We recognize the customers’ routing via 
radio. 

Q. I mean contracts by which you recognize it as a nor¬ 
mal route for unrouted traffic? A. On the Atlantic? 

Q. Any place. A. In the Pacific. 

Q. You have none on the Atlantic? A. Not that I know of. 
Q. Do you have contracts providing that a particular 
cable shall be used as the normal route outside of the Italian 
and the German? A. South American. 

Q. None to Europe? A. I can think of none. 

Q. How do you handle traffic for Switzerland normally? 
A. London via cable and wireless bevond. British Wireless 
Marconi. 

Q. Marconi Wireless to Radio Suisse? A. Yes. 

Q. W 7 hat is the total pay-out on that circuit? A. 

1026 The total rate is 27 cents. The pay-out is gold francs 
.465, normally 8.97 cents, leaving a normal participa¬ 
tion of 18.03. Under present conditions, that pay-out is the 
equivalent of 14.34, reducing the cable participation to 11.66 
cents. These are all full-paid tolls, of course. 

Q. Then under present conditions, in many of these east- 
bound messages, the amount received by the Cable Com¬ 
pany is less than would be received on a radio circuit, is 
that not true ? W 7 here there is a division of the tolls on a 50- 
50 basis? A. I do not quite get the question. 

Mr. Kern: I will ask to have the question repeated. 

(The question is repeated.) 

The WTtness: No. 

Bv Mr. Kern: 

Q. Do you know what participation the R. C. A. gets on 
a message from the United States to Poland, for example? 
A. My understanding is that the toll is divided 50-50. 
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Q. The toll to Poland is how much? 25 cents, isn’t it? 
A. 25 cents. 

Q. And onehalf of 25—there are no terminal taxes in 
there, are there? A. No. 

Q. That would be how much? A. 12.5 cents. 

Q. And your normal receipts now are 8.34, I believe you 
said? | 

Mr. Wozencraft: May I ask that the witness limit 

1027 his testimony to facts within his personal knowledge, 
and I object to any testimony concerning tjhe R. C. A. 

arrangements unless he has personal knowledge of the 
facts. Then I ask that the witness’ answer to the questions 
so far be stricken if he does not have knowledge. 

The Chairman: Mr. Kern, did you intend that question 
as a statement of what actually transpires with respect to 
the R. C. A. contracts ? 

Mr. Kern: No, that was intended more to bring out the 
fact that where a radio circuit does provide for 50-50 divi¬ 
sion, there would be more received by American compa¬ 
nies operating a radio circuit than is, by cable, than by 
cable in gold francs. 

The Chairman: The Chair will let the statement stand 
not as to what happens under contracts, but as a mathemati¬ 
cal computation of what happens under the state of facts 
assumed in your question. 

Mr. Wozencraft: Provided the Chair understands that 
the statement as made does not apply to the actual situa¬ 
tion and would be extremely misleading if so tdken by the 
Commission. I do not think it makes any difference except 
that I do not think this statement has any value whatsoever 
in view of what the facts are. 

Mr. Kern: Let me ask this question. 

By Mr. Kern: i 

Q. Assuming that there is a division of tolls dn an Amer¬ 
ican radio circuit, 50 per cent to the foreign administration 
and 50 per cent to the American end of the circuit such as 
in our circuit to Norway with Mackay Radio. Assum- 

1028 ing that that situation applies to Russia^ not that I 
know at the moment what the contract between R. C. 

A. and Russia is,—what the gold franc equivalents are, 
what the balances may be payable from one to the other, but 
assuming that that applies, that type of situation, there 
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would be far more accruing to American interests on a 
radio circuit than on a cable circuit with the out-payments 
at the present gold franc conditions. 

Mr. Wozencraft: May I ask counsel whether he assumes 
that the contract is on a gold franc basis or a dollar basis? 

Mr. Kern: First, on a dollar basis. 

The Witness: On a dollar basis, yes. 

Bv Mr. Kern: 

Q. In other words, you would get 4 cents in one case, and 
approximately 15 cents in the other? A. 12.5. 

Q. The rate to Russia was how much? 30 cents, wasn’t 
it? A. 30 cents is right. 

Q. And about 4 cents left to the cable company ? A. That 
is right, under present conditions. 

Mr. Kern: I have no further questions. I do not think 
we should ask policy questions of this witness under the 
circumstances. Unless he testifies on them directlv. 

The Chairman: I have one question at this time. Uni¬ 
formly on eastbound messages, the amount retained by 
Western Union is less at the present time than it would be 
under gold franc parity conditions? 

The Witness: That is right. 

1029 The Chairman: Does the converse of that hold 
true, namely, that messages in the westerly direction, 
Western Union gets more than it would under gold franc 
parity conditions? 

The Witness: That is also correct. 

The Chairman: So that the actual condition as reflected 
in the Western Union’s gross revenue is a factor of the rela¬ 
tion of the amount of business eastward to the amount of 
business westward? 

The Witness: That is correct. 

Mr. Kern: In view of that question, I would like to ask 
another question, if the Chairman please. 

The Chairman: Go ahead. 

By Mr. Kern: 

Q. The amount of traffic you get out of Norway, accord¬ 
ing to the figures we received the other day, is approxi¬ 
mately 55,512 words for the first ten months of this year? 
A. That is correct. 
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Q. The amount of traffic you sent to Norway for the same 
period was 302,105 words? A. Yes, sir. 

Q. A similar situation prevails, does it notj perhaps not 
to the same exact degree, but you get far less imessages out 
of Poland than you send to Poland? A. Tha^; is correct. 

Q. And the same situation applies to Sweden very 
strongly, does it not? A. That is also correct. 

1030 Q. The same situation applies if to a lesser degree, 
but to a large degree, that you get less messages from 

these other countries we have been discussing,]—Russia? A. 
Yes. 

Q. Czechoslovakia? A. Yes. 

Q. Switzerland? A. Yes. j 

Q. Then under present disturbed conditions or settled 
conditions if they may be such, the gold franc advantages 
you get on eastward traffic to all of these countries are far 
less than the gold franc disadvantages you hjave on mes¬ 
sages sent eastward? A. The advantages are considerably 
less from those countries, that is correct. 

Mr. Kern: That is all. 

The Chairman: Any further questions, Mr. Kennedy? 
Mr. Kennedy: No, sir. 

The Chairman: Mr. Wozeneraft? 

I 

Cross-Examination 

By Mr. Wozeneraft: 

Q. Mr. Mills, you answered some hypothetical questions 
concerning Russia which were asked you by MrL Kern. Do 
you know whether in the hypothetical questions asked you 
by Mr. Kern, there is any relation to facts as they exist? 
A. No. i 

I 

Mr. Kern: Do you mean “No” or that you don’t know? 
The Witness: The answer is no, I don’t knovh 

By Mr. Wozeneraft: j 

1031 Q. You don’t know? A. No, sir. 

Q. The portions even on the basis of the extremely 
hypothetical questions asked you by Mr. Kern depend upon 
a great many factors not developed in your | testimony, 
would it not? A. It would. 

Mr. Wozeneraft: That is all. 

Mr. Kennedy: Just one question. 
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Recross-Examination 
By Mr. Kennedy: 

Q. In connection with the exhibit which you agreed to 
furnish, were the Western Union’s rates to and from Nor¬ 
way changed at the same time as the rates were changed 
by the Commercial Cable Company? A. I believe they 
were. That is 1924 and 1927, I think. 

Mr. Kennedy: That is all. 

The Chairman: Thank you, Mr. Mills. 

Mr. Kern: May I ask a question in view of that also ? 

The Chairman: Yes. 

Reeross-Examination 
By Mr. Kern: 

Q. At the time they were changed, did Western Union 
have to absorb the full amount of the reduction the same as 
Commercial Cable has testified at the beginning, or were 
they immediately adjusted by the connecting administra¬ 
tions ? A. I don’t know. 

The Chairman: Thank you, Mr. Mills. Who is 
1032 the other Western Union Witness? 

Whereupon I. S. Coggeshall was called as a witness and, 
having been first duly sworn, testified as follows: 

Cross-Examination 
By Mr. Arnold: 

Q. What is your position with the Western Union Tele¬ 
graph Company? A. General traffic supervisor. 

Q. How long have you held that position ? A. Since 1927. 

Q. How long have you been with the Western Union? A. 
Since 1917. 

Q. Could you tell us how many telegraph circuits are 
available from New York to points in Europe through the 
facilities of Western Union Cables? A. Yes. Western 
Union operates 10 transatlantic cables, some of them being 
multi-channel. In our reply to the questionnaire from the 
F. C. C. with regard to our capacity, we reported a figure 
of 745 words per minute available for the movement of 
European traffic over 18 channels of the North Atlantic 
plant. 
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Q. Could you give us the terminals of the circuits of those 
cables as they are now being used? A. Yes. These cables 
terminate for traffic purposes at Valencia, Ireland; Liver¬ 
pool; London; Amsterdam; Havre; Paris; Horth, Azores. 

Q. Could you tell us what circuits are now being 

1033 used to those different terminals? A. I think that it 
will save time to take them up one by one. These 

references can be referred to in this company’s r4ply to the 
F. C. C. Order No. 13. j 

We have a cable known to us as 1-VA, which ignoring 
hour to hour changes, can be considered a London cable east 
and west. The details are given in that order. 

Q. Could you give us the speed of each circuit as you 
take them up as well? A. That is 40 words per minute east 
and 40 words per minute west. 

The second cable, known as No. 2-VA, working at the 
same speed east and west, works to Liverpool ih an east¬ 
ward direction and London in a Westward. 

The third cable, 3-VA, is capable of duplex recorder work, 
but under normal conditions of our plant at t$e present 
time it is used as a Cimplex cable, at 33 words per minute 
westward only from Liverpool. 

The fourth cable, known to us as No. 4-VA,J is a two- 
channel printer circuit, one direction only, westward, work¬ 
ing at the rate of 82 words per minute, or 41 [words per 
minute on each channel, one of the channels connecting 
Amsterdam with New York and the other channbl connect¬ 
ing London to Montreal and Toronto. 

The fifth cable known to us as No. 1-PZ is not Reported in 
our claims of capacity for this traffic, it being interrupted at 
the time that the reply to Order No. 13 was m^de, and it 
being a normal condition for one out of ten cables to be 
interrupted. We thought it was truer to the 

1034 facts to ignore the capacity of one cable, that being 
interrupted on the date of the Commission’s order, 

and we do not report any capacity of it. However, its speed 
when working is 27 words per minute east and 27 words 
per minute west. 

The sixth cable, known to us as No. 2-PZ, has a speed of 
27 words per minute east and 27 words per minute west. It 
ordinarily works eastward from New York tp Shorters 
Court office in London, and westward between London main 
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office and New York. Berlin extensions are placed upon 
that cable when necessary. Almost always we put Berlin 
on in an eastward direction, and Berlin is often although 
not always on in a westward direction. 

The seventh cable, known to us as 1-HR, has a capacity of 
33 words per minute in each direction. That is our Havre- 
Paris direct connection from New York. 

The eighth cable, known to us as 4-PZ, is an 8-channel 
one-way printer cable known to us as the Permalloy cable, 
which is equipped for 8-channel working, each channel 
having a speed of 50 words per minute. 

It is almost impossible to state the nornal operations of 
these channels, as they are at the behest of the dispatcher 
both as to the connections he will put on each channel and 
also as to the direction in which the cable shall be headed 
during the hours of the day, but in order to tie down to 
something, I present this as being fairly representative, 
that on one channel, Montreal is connected with London; on 
three channels New York is connected with London; on a 
fourth channel New York works with Shorters Court, 
1035 London, and Washington works with London Main. 

For the sixth channel I report no usage, although 
it is available for use and equipped already to put an oper¬ 
ator down. 

The seventh channel is used for New York-Amsterdam 
eastward, and the eighth channel ordinarily is used for 
monitorial observation, that is, testing and regulating at¬ 
tention. Its capacity is not reported. Nevertheless it also 
is available if we ever got in a pinch. 

The ninth cable, not reported as having any capacity in 
connection with Norwav bv our via London load, is known 
to us as 1-HO, a five channel one'-way automatic turnaround 
cable from London to Horta and then to Emden, the cable 
between New York and Horta being owned by Western 
Union, and the cable between— 

Q. (Interrupting) I believe you stated that particular 
cable was from London. I think you meant from New York. 
A. I am sorry. This particular cable No. 1-HO certainly 
does not go to London. It goes from New York to Horta 
and Horta to Emden. The cable beyond Horta is owned 
by the D. A. T., the Deutsche Atlantische Telegraf Gesell- 
schaft.. 
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While I am still talking about 1-HO, of the fijve channels, 
only four go through from New York to Emden. Two of 
them are operated by Western Union, two are leased to the 
Commercial Cable Company and one is operated by the 
Western Union between New York and Horta, and by the 
D. A. T. between Horta and Emden. 


The tenth cable, known to us as 2-HO, runs from 
1036 Bay Roberts, Newfoundland, to Horta, and is con¬ 
nected at Bay Roberts by short cable feeders and 
land line wires to New York City, it being operated by 
Western Union between New York and Horta! chiefly for 
Ital Cable business, and uses a 2-channel full Duplex 
printer cable with a capacity in each direction and on each 
of the two channels of 41 words per minute. 

That completes the ten. 

Q. You have already referred to the answier in your 
questionnaire which appears as No. I-lc, in which you stated 
the total capacity of your cables in words per minute east¬ 
ward and westward combined? A. Yes, sir. 

Q. That answer continues to give the present utilized 
capacity. Could you state that for the record? A. Yes. 
That is utilized capacity to this extent, that as! traffic men 
we hate to report the capacity of our entire transatlantic 
plant as being the full amount squeezable out of the system 
without any regard to practical operating conditions, such 
as the fact that almost always a cable is interrupted, and at 
present, not having any particular use for the one channel 
of 4-PZ cable, we use it for monitorial, and do not put traf¬ 
fic on it. We have tried to e-ive a conservative answer to 


this question, and I think that it will bear exa min ation. 

Q. In answering that question, you referred to words 
per minute. How many letters did you take as! the stand¬ 
ard for a word? A. Throughout our calculations, 
1037 we have divided letters per minute as measured by 
us on a cable by six. 

The Chairman: Five letters and a space? 

The Witness: That is the theory. I might say fhat exten¬ 
sive studies have confirmed that very closely. I had better 
not quote it exactly without knowing it, but it is just a little 
less than six. 
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By Mr. Arnold: 

Q. You have given us in the answer D of 1-1, the capacity 
of your connecting carriers from London. A. Yes, sir. 

Q. Do you have any information as to what percentage of 
that capacity they use? A. We have no figures on that, no. 

Q. Would you expect that they would have a comparable 
situation to your own in that connection? A. I would not 
say so for the handling of the Norwegian traffic, because 
the Western Union’s plant in a transatlantic sense is extra¬ 
ordinarily large and their connections beyond London are 
not. However, I think it will be helpful to the Commission 
if I point this out, and feel free to stop me if I go astray or 
go afield here. Testimony already given in this hearing 
shows that a total of 2,347,786 words are handled to and 
from Norway in the first ten months of 1935 by Mackav Ra¬ 
dio, Commercial Cable, Western Union and R. C. A., of 
which the predominating part, specifically 55.5 per cent are 
eastward, and 44.5 per cent are westward, or about 5 east 
and 4 west. The eastward load then is heaviest, and con¬ 
sists of 1,304,524 words in ten months. 

A reasonable figure to use to reduce this number of 
1038 words in ten months to the number of words in a day, 
an average normal day, is 25 days a month. So divid¬ 
ing that last mentioned figure by 250 you get an average of 
5,220 words per day to be handled eastward by all com¬ 
panies. That is a 4-hour job for a slow cable, the slowest 
one we have. 

The point that I want to make is that Western Union has 
capacity on one cable alone to handle the entire load of all 
companies to Norway with considerable margin. 

So I think it can be assumed although there is only one 
cable used by us and by the Commercial Cable Company as 
our connection between Denmark and Norway, it will not be 
heavily pushed for the comparatively small amounts of 
Norway traffic handled by Commercial and Western Union 
which together constitute only 26.4 per cent of all of the 
traffic to and from Norway. 

Q. You are unable, however, to give us any information 
as to the capacity of the other link in the line of communi¬ 
cation, that is, of your connecting carriers? A. I have the 
capacity of the cable, but I am unable to say what propor- 
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tion of it is used to handle Western Union and Commercial 
Cable Company traffic. We do know that results show that 
messages are not being unduly delayed. If there were con¬ 
gestion, I think it would be reflected in our speed of service. 

Q. In connection with your answer to the questionnaire 
relating to delay, would you turn to that answer please, 
found in I-1F on sheet 2? A. Pardon me, isn’t it 1-2? 

Q. Yes, 2. I beg your pardon. That is correct. 

1039 A. I have it before me. 

Q. In the sixth paragraph of that answeij about the 
middle of the paragraph, you said “Informatioh supplied 
by British Post Office is that overall speed servic^ eastward 
from London to Oslo is such that 87.5 per cent of; the traffic 
is handled within 30 minutes. From this supplied informa¬ 
tion, it may be estimated that the average delay is about 11 
minutes.” Will you explain that, please? A. Tihat figure 
of 11 minutes was derived from our experience, j Messages 
fall more or less fortuitously, nevertheless according to 
some fairly constant laws, and we have found froip our gen¬ 
eral experience in handling speed of service figures for 
many years, that when you have a percentage of about 87 
handled within thirty minutes, the average will be about 11 
minutes. 

Nevertheless, I want to point out that the Western Union 
routes no messages over this circuit except in the case of 
an interruption to the Oslo-Frederica, Denmark, Cable, and 
the report made by this company will show that 4 is rarely 
used during a period of ten months. The Great Northern 
is our ordinary route. 

Q. Why is the Great Northern preferred to the Anglo- 
Norwegian route? A. It is faster. 

Q. What delay does your questionnaire show occurs on 
the Great Northern route? A. 8 minutes at fhe Great 
Northern Office. 

Q. But the total delay is 10 minutes ? A. in London. 

1040 Q. In London? A. Yes. j 

Q. Is it possible that that delay could be de¬ 
creased? A. I don’t think so. That represents jthe result 
of competitive efforts over many years to establish a satis¬ 
factory cable service between here and Norway. There is 
no urgent business as has already been brought <^ut in this 
hearing, and it has been our experience that a customer will 
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continue to file with Western Union even though his ordi¬ 
nary traffic is experiencing a delay of the order of 15 min¬ 
utes to a half an hour between point of origin and point of 
destination. 

Q. Then in your opinion that delay is not important from 
the traffic viewpoint except as to urgent messages ? A. That 
is my considered opinion. 

Q. Does the Western Union Telegraph Company have 
any method whereby telephone conversations can be carried 
on over a cable circuit? A. No, sir. 

Q. Can vou send a fac-simile of material bv cable in any 
way? A. Fac-simile might be handled, but it would be a 
stunt. We have somewhat the same situation with respect 
to the transmission of news pictures over our cables. They 
go over, but they go over pretty slow. Where that speed is 
satisfactory to the newspaper, however, they use it. To 
extend that to fac-simile, the actual handling of telegrams 
would be imaginative at present. 

1041 Q. You already have testified that you do handle 
telegraph-printer contracts? A. That is true. 

Q. Is there anything that you would like to add in that 
connection as to the use of such circuits to what vou have 
already given? A. No; except to say that their use is being 
gradually extended. 

Q. How frequently are your cables interrupted? A. It is 
possible from our records to give a complete answer to that 
question, but I have no short answer to make to it, other 
than more frequently than a traffic man likes. 

Cable are always breaking, but so spaced in point of time 
that only once during this ten months’ period under the date 
of the report did we feel it enough to worry us any. Usually 
you can count on some cable being interrupted. Fairly often 
a second is interrupted of those ten. When a third is inter¬ 
rupted simultaneously, which is the case sometimes in 
winter, when repairs cannot be expeditiously made, then 
you have to do some figuring to crowd the traffic in on the 
cable, so that the customer will be as satisfied with our serv¬ 
ice as with the competitors. 

Q. What is the duration of interruption on a cable? A. 
There again those figures can be obtained accurately, but 
qualitatively I should say that a ship is usually on the 
ground within five days, and completes the repair within 
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two. There are many instances where the whole job 

1042 is done more quickly than, and some a great deal 
longer. 

Q. Is Western Union engaged in research to develop 
cable facilities? A. It is. 

Q. How many engineers are employed in that line? A. 
Western Union engineering with respect to its cable system 
is so closely tied in with research with respect to landline 
operation that a strict breakdown cannot be mhde except 
by approximation. 

However, there are two sub-groups of our engineering 
department, those devoted entirely to cable transmission 
research, and cable balancing, and a group whose duties 
have to do with the application of printers to ouil cable cir¬ 
cuits aggregating 10 men full time, plus other timb given by 
other members of the engineering department. 

Q. You have a substantial volume of traffic to and from 
Norway according to your answer to the questionnaire. Do 
you know if your volume is substantilly larger than that of 
the Commercial Cable, your volume of traffic betjween New 
York and Oslo? A. I have taken these figures from the 
hearing. I hope that I am not out of order in quoting them; 
that the Commercial Cable Company— 

Q. (Interrupting) I do not mean for a definite answer. 
A. Excuse me. 

Q. I meant is it your understanding that you do have a 
substantially larger volume. A. Eastward we handle more; 
westward we handle less. 

1043 The Chairman: We shall recess for 10 ijninutes. 

(After a short recess the hearing was resumjed as fol¬ 
lows:) 

i 

By Mr. Arnold: 

Q. I believe that you stated that the traffic carried by 
Western Union westw-ard from Oslo to New York was 
greater than the amount of traffic carried by the Commer¬ 
cial Cable in the same direction? A. If so it wab in error. 

Looking at the same table I will try to make clbar what I 
should have said. Eastward the Western Unioii traffic to 
Norway exceeded that of the Commercial Cable Company 
during the 10 months of report. 
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Westward the traffic of Commercial Cable Company ex¬ 
ceeded that of Western Union. 

Q. Does the Great Northern Company make deliveries 
in Norway? A. No; Great Northern has no office in Nor¬ 
way as far as I know, nor in Denmark. 

By The Chairman: 

Q. It turns its messages over the Telegraph Administra¬ 
tion for delivery then? A. As I understand it, the London 
circuit to Frederica is operated at London end by the Great 
Northern, and by the Danish Post Office at Frederica. 

By Mr. Arnold: 

Q. Is the westward traffic picked up then by the Great 
Northern or the Norwegian Administration ? A. The 

1044 westward traffic is picked up by the Norwegian Ad¬ 
ministration. 

Q. Is all of the westward cable traffic routed by the 
sender? A. All of the western cable traffic is routed by the 
sender. 

Q. Your answer there is with reference to the Western 
Union business, of course ? A. I will have to answer only 
in behalf of Western Union, although I can speak—no; I 
better not put in hearsay. 

Q. Do you have solicitors in Norway? A. We do. 

Q. To what do you attribute the greater volume of traf¬ 
fic handled bv Western Union? A. Eastward? 

Q. Yes, sir. A. To the comparative coverage in the 
United States Western Union, as compared with compet¬ 
ing landlines, and to a more successful effort to control east¬ 
ward traffic to Norway from New York, because the relative 
figures are so predominantly in favor of Western Union 

that it seems unlikelv New York does not contribute a verv 

* * 

large share of that predominance. 

Q. To what do you attribute the smaller volume in the 
othet direction? A. To more successful solicitation effort 
of the Commercial Cable Company. I have no other logical 
answer that I can give to that, although that is merely a 
conclusion from seeing the figures. It perhaps hasn’t 

1045 much weight. 

Q. W'ould you expect to be able to hold the present 
volume of traffic if present conditions continue, that is, if 
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only one radio circuit is established with Norway? A. I 
believe we would lose traffic. 

Q. You have lost traffic in the past progressively? I am 
speaking of course between New York and Oslo only. A. 
Westward, undoubtedly. There again I have no figures, but 
if Radio now handles anything like 90 per cent of the west¬ 
ward Norwegian traffic it seems logical to believe that at 
least some of that was diverted from the cable companies, 
including Western Union. 

Q. By westward you mean from Norway to New York? 
A. That is it. 

Q. Would you expect to lose a greater volume of business 
if second circuit was established? A. Yes. 

Q. By Mackay? A. Yes, we would. 

Q. Why would you expect to lose a greater volume with 
the two circuits operating than with only one?| A. I doubt 
whether I am qualified to answer that in a waV that would 
be helpful to the Commission. I would like toi But I feel 
if a second circuit were established that it would continue to 
drain revenues from the cables. 


Q. At a greater rate than only one? A. At a greater rate 
than only one. 

Q. Have you found it possible to lease wires from your 
cable terminals in Europe to other countries ? A. To 
1046 certain countries, yes. 

Q. Would you state to what countries? A. We 
lease a wire to Holland, another to Belgium, and many 
wires in a network out of London to points in the British 
Isles and Northern Ireland. 

Q. Do you expect to be able to retain those leased facili¬ 
ties? A. I see no reason why not. 

Q. What effect have you noticed upon youri traffic as a 
result of the competition with radio circuits to those points? 
A. Those reports come to my attention in the form of loss 
of specific files from this customer and that customer to the 
radio as the circuits are opened. 


We had that experience particularly in Amsterdam with 
respect to these leased wires. 

Q. Was that loss serious? A. Yes, because w}th marginal 
profits, if any, of the present day, every loss is a serious 
loss. We try to keep every last message that v?e can away 
from our competitors. 
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Q. Is there a substantial number of files lost? A. Per¬ 
haps not permanently. The trick is this: That as a competi¬ 
tor starts up and improves his service to a point where 
he can freely compete with you on the basis of speed of ser¬ 
vice the customer will begin to switch his file whenever any¬ 
thing that happens does not please him to a “t”. Some¬ 
times he goes over a day to the other company, some- 

1047 times a week, and sometimes he is gone for good. 
But where there are new circuits opened we do lose 

business, and gradually the new circuit builds itself up. 

Q. Then you believe that where you have direct service 
to a country that you can maintain your business in com¬ 
petition with a direct radio service to that country? A. We 
can maintain competition, but in almost every case there is a 
flow of traffic formerly carried by the cables over to the radio 
routes. 

Q. An increasing flow, or does that flow gradually flatten 
out? A. It increases and gradually flattens out. We come 
to a point where the diversions during later years are less 
than they were in years previous. 

However, the Commission’s graph introduced in this hear¬ 
ing shows that gradually the Western Union Cable Com¬ 
pany traffic percentage wise is declining, taking all interna¬ 
tional business out of the United States into consideration. 

Q. And you expect it to show further decline? A. If I 
say yes it is merely an extrapolation of that curve. I do 
not know which wav that will turn, whether it will continue 
to go in its present direction or reverse. 

Q. What effect would it have upon your business if a sec¬ 
ond circuit was granted to those points to another company, 
a second company? A. Our experience has been that the 
traffic would still further divide. 

Q. Because of the fact that another competitor has 

1048 entered the field? A. Yes. 

Q. You would not get the same result if there were 
two circuits granted to the existing competitor? A. I don’t 
think there would be the same result. 

Q. Western Union has a contract by which you turn over 
a certain number of westward transatlantic messages to 
R. C. A. for transmission, do you not? A. Eastward. 

Q. Eastward? A. We have such a contract. It has been 
introduced in the hearing. 
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Q. Have you noticed any loss of return business due to 
the transmission of these messages by R. C. A. instead of 
Western Union? A. I am not in a position to observe that. 

Mr. Arnold: That is all. 

The Chairman: Mr. Wozencraft? 

Cross-Examination 

By Mr. Wozencraft: 

Q. Has the situation in Norway reached the point where 
the Western Union curve has pretty well flattened out, and 
where with the continuance of the existing stations you 
would expect to retain the volume of traffic from Norway to 
the United States which you have been enjoying in recent 
months? A. Subject to whatever exact figures may be in¬ 
troduced by the companies, my impression is that the curve 
has flattened out and is more or less static at the present 
time. 

Q. Then you wouldn’t expect to lose any more busi- 
1049 ness from Norway to the United States iif the pres¬ 
ent situation continues as it is? A. 1 don|’t think so, 
because everything we get is obtained by our solicitors. 

Q. But you would expect to lose additional traffic if a 

direct Mackav circuit to Norway is established? A. I be- 
* * 

lieve we would. 

Q. Or if a direct Commercial Cable circuit to Norway 
should be established? A. I doubt that. I don’t think that 
the few minutes difference in speed of service that would 
be provided by a direct cable between New York and Oslo 
would attract very much Western Union traffic to Commer¬ 
cial Cable Company if they establish such a connection. 

It is a talking point to have a direct circuit, and in some 
cases we have been obliged to adopt that as a talking point, 
but direct circuits are most useful for handling of fast busi¬ 
ness, like arbitrage business. 

Q. Is there much arbitrage business to Norway? A. 
Practically none. 

Q. Is it a fact that Western Union and R. Cj. A. are in 
the keenest competition for business to and froip all points 
in Europe? A. Yes, that is generally true. 

Q. And South America? A. And at South Anjierica. 

Q. And everywhere else except directly across the Pacific? 
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A. That is the only place that occurs to me at the 
1050 moment, although our Italian traffic might be inter¬ 
preted as giving Italian westward files a—oh, excuse 
me. I was thinking of the wrong company. Please strike 
mv answer. 

Mr. Wozencraft: Read the question over again, please. 

The Witness: Will you please read it again ? 

(The last above recorded question was thereupon read by 
the reporter.) 

The Witness: And everywhere else except across the Pa¬ 
cific. 


By Mr. Wozencraft: 

0. So that the only place where Western Union and R. C. 
A. are not constantly fighting each other for traffic, or not 
in the keenest competition, is directly across the Pacific in 
accordance with the terms of the contract introduced? A. 
That is true. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kern ? 

Recross-examination 
Bv Mr. Kern: 

Q. How do you account for the fact that the R. C. A. cir¬ 
cuit receives 90 percent of the traffic from Norway, approxi¬ 
mately 90 per cent of the traffic from Norway as against 
only about 10 per cent combined to the Western Union and 
Commercial Cable? A. Because the foreign administration 
turns over unrouted traffic to the Radio. 

Q. That situation prevails in other countries also, 
1051 does it not? A. Yes, it does. 

Q. In what countries is that same effect produced 
in a disproportionate degree, or I mean in a degree which 
gives the R. C. A. a greater preponderance as against the 
cables ? 

Mr. AVozencraft: If you know. 

A. I have no figures. I do not know. 

By Mr. Kern: 

Q. You do know though in general that same type of 
situation exists as to some countries, do you not? 

Mr. AA 7 ozencraft: I object. "Well, all right, if he knows. 
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By Mr. Kern: 

I 

Q. As to Sweden do you know anything about whether 
you get a preponderance from Sweden, or does that come 
principally by R. 0. A.? A. No, when it comesj to actual 
traffic figures I have no personal knowledge of these things. 

Now, Mr. Mills may know that, but not I. However, I 
did have these Norwegian figures in front of me, and I was 
reading from what is in the record on that. I haVe no other 
figures except Norway. 

Q. Then these curves of traffic and so on as to Norway 
were based on figures that were developed in the hearing? 
A. Oh, yes; yes. 

Q. Now, when you say that there is the keenest competi¬ 
tion between Western Union and R. C. A., ijow keen is 

1052 the competition in Norway to get business from Nor¬ 
way, where you receive only 55,512 messages, and 

R. C. A. received 914,407 messages— 

The Chairman (Interposing): Messages or tyords, Mr. 
Kern? 

Mr. Kern: Words. I did not mean messages. I am speak¬ 
ing of words. 

Bv Mr. Kern: 

Q. (Continuing) —where you received only! on 55,512 
words and R. C. A. received 914,407 words for a 10 months’ 
period the competition is not very keen for westward traffic, 
is it? A. Well, R. C. A. doesn’t appear, as I understand it, 
in Norway. It is the Po£t Office. All messages for the 
United States are filed there, and only those <(re handed 
over to the cable companies as are secured by these com¬ 
panies’ solicitors inducing patrons to specify they are to 
go via one cable company or the other. 

Q. That is correct. But your competition is a competi¬ 
tion for business both ways; I take it you have solicitors 
in Norway? A. We have solicitors in Norway, yes. 

Q. And the competition, whether it is done through gov¬ 
ernment contract or not does amount to competition, does 
it not ? A. I should say with the Norwegian Government. 

Q. But the competition then for the business from Nor¬ 
way is very futile almost, isn’t it? A. It produces 

1053 what revenue we get. It is not futile. It is not as 
successful as we would like. 
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Q. Would it be possible for cables to exist for one-way 
traffic very long from a commercial point of view? A. 

1054 No, if you mean could they exist very long with half 
our present total loads I would say we would be in 

pretty bad shape. 

Q. Is there an effect on the eastward traffic when you 
can’t get traffic westward? A. Yes, there is such a reflec¬ 
tion. 

Q. Now, go back to the question of coverage. If you can 
not serve adequately all the principal places does not that 
hurt you for the other principal places which you do serve? 
I suppose you do not have that trouble, but if you could 
not would not that be the effect? A. Personally, I subscribe 
to Mr. Goldhammer’s theory that coverage is a good thing. 

Q. You have found that in the land line services, I believe 
you testified to this morning? A. Yes. 

Q. And the same thing applies in the international situa¬ 
tion, does it not ? A. Yes; coverage helps. It certainly does. 

Q. In the early questions in regard to your cables you 
stated these all terminated at certain points and then you 
named five or six places. Of course, each cable terminates 
in a different place, does it not? I mean they do not all 
terminate in the same places? A. No; except that it is 
very easy to add receiving points on a cable the same as 
you fan out on the radio. 

Q. Would it be easy to go from Azores to Norway? I 
mean vou do not mean that. A. No; not unless the cable 
was there. r, 

Q. Where you terminate a cable at Azores which 

1055 connects with Germany that particular cable, al¬ 
though you can connect it with another cable, can not 

be terminated in France without a new cable? A. That is 
right. We go electrically through the Azores almost as 
though the Azores did not exist. That is New York and 
London. 

Q. Which of these cables that you have designated by 
number are the old Anglo cables? A. 1, 2, 3, 4-VA. 

Q. Where do they land on this side and where on the 
other side, I mean where the cables land? A. Briefly, they 
run from Heart’s Content, Newfoundland, to Valentia, Ire¬ 
land. 
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Q. Your 1-PZ, where does that land on this side, and on 
the other side? A. The 1-PZ goes between Ba|- Robers, 
Newfoundland, and Penzance, England. 

Q. And your 1-R? A. 1-HR? 

Q. Yes, 1-HR ? A. It goes from Bay Roberts, Newfound¬ 
land, to Havre. 

Q. And your Permalloy 4-PZ? A. Between Bay Roberts 
and Penzance. 

Q. You have testified, I believe, that the route by Northern 
Cable to Norway from London is much more efficient than 
the route by the Anglo Cable from London to Norway? A. 
Yes, that is true. 

Q. There are only these two cables directly between Eng¬ 
land and Norway? A. There is one cable from Oslo 

1056 to Frederica, Denmark, thence to London^ and two 
cables between Oslo and London, run by the respec¬ 
tive governments. 

Q. The Anglo consists of two cables over the so-called 
Anglo-Norway? A. Two cables, yes. 

Q. Those are owned one-half by the British an^L one-half 
by the Norwegian Governments, is that true? A. I As far as 
I know. 

Q. Then the Frederica cable goes to Denmark in a land 
line connection? A. There is no land line in th^re except 
as it passes over Denmark. Would you ask the question by 
splitting it up? 

Q. I would like to know how the Northern Cable reaches 
Norway. A. The Great Northern leaves London and goes 
to the Coast of Denmark, and according to my information 
the Danish Government owns the connection from the Coast 
to the Frederica office, also owns the Frederica office, and 
owns the land line going north from Frederica towards Olso 
to the coast, and one-half the cable between Denmark and 
Norway. 

Q. There is at the present time only one really competi¬ 
tive cable by which the cables from the United States can 
be passed on from London to Norway? A. As faj as cables 
are concerned, that is correct, I believe. 

Q. That is, that is competitive with the radio circuit in 
any way? A. Yes, sir. 

1057 Q. What is the volume of traffic over jthat cable 
from London to Norway, aside from the American 

traffic? A. I don’t know. 
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Q. You haven’t any figures at all on that? A. No. I 
have no idea either, exceot that they handle our traffic with- 

7 i. V 

out what we consider undue delav. 

* 

Q. Are the signals which are sent from London to Fred¬ 
erica automatically transferred on to Norway? A. My in¬ 
formation is that the type of operation is a Creed-Morse 
reperforator at Frederica. 

Q. Then the signals as received in Norway are the same 
as transmitted from London? A. Not in an electrical sense, 
because they have gone through transmutation onto a strip 
of paper at Frederica. 

Q. I was not speaking of an electrical sense, but that the 
letters that are printed in Norway are the ones that were 
sent in London. A. I will have to answer according: to the 
same proviso. Technically, I would not want to go on rec¬ 
ord as saying they were the same signals when they are not. 

By The Chairman: 

Q. There is no human interference though? A. Yes; for 
this reason, that if messages arriving in the Frederica post 
office from various points, including London, destined to 
Norway, are punched into strips of paper in Frederica a 
human agency has to intervene to interlace the tape from 
this circuit with the tape from a second circuit onto 
1058 the Oslo cable. It is not a human relay in the sense 
that an operator has typed the message physically 
onto a message blank. 

By Mr. Kern: 

Q. But if certain letters are sent in London those letters 
would not be dropped when they arrive in Norway ? A. No. 

Q. Now, it is a fact, is it not, that the indication of 
whether a message comes from Western Union or from 
Commercial cable is transmitted at London and received in 
Norway? 

Mr. Wozencraft: If you know. 

Mr. Kern: Naturally. 

A. Yes, what is transmitted in London will come out in 
that form at Norway. But don’t ask me about vias. 

By Mr. Kern: 

Q. You do not know whether when that messages goes 
over the Northern the Northern gives any indication as to 



FEDERAL COMMUNICATION'S COMMISSION, ET AL. 


633 


whether it came from the Western Union or Commercial 
Cable? A. I don’t know that. I also don’t knovf whether 
they give any indication that it came over the Great North¬ 
ern. 

Q. You stated that the delay in London of approximately 
10 minutes, 2 minutes of which is your transfer to the 
Northern, balances their handling, and that this jis the re¬ 
sult of a competitive effort which took many a year to es¬ 
tablish. Has that been reduced in the last number of years 
since radio started to Norway? A. Probablv not much. 

Q. In spite of this competitive effort of many years to 
establish rapid service to Norway the service is not as 
fast as can be conducted bv radio, is that true ? A. 
1059 Speaking from the viewpoint of the Western Union 
men I should not know anything about fhe Radio 
Corporation’s speed of service, and therefore I would be 
unable to answer your question. 

Q. You have seen their return filed here, however, have 
you not ? A. Not with respect to speed of the serVice. 

Q. You do know something about radio operations, do 
you not? A. Yes, I do. 

Q. A direct radio circuit has no reason for the 2-minute 
lag in transferring to another company, of course? A. No. 

Q. And there is no reason for an 8-minute delay unless 
there is a heavy volume of traffic, is there? A. That is 
quite true. 

Q. And with the volume of traffic which you say is cap¬ 
able of going over a slow cable, if it is not interrupted, 
radio ought to be able to handle the volume of traffic with¬ 


out delay except in congested periods? A. Except in con¬ 
gested periods I think that it could be successfully estab¬ 
lished and defended that a direct circuit was faster than 
that that which involved a manual relay, and therefore that 
the radio ought to be faster than the cables. As to whether 
it is or not, I have not seen the figures. 

Q. If it ought to be faster than the cables, |or if it is 
faster than the cables, do you think the cable companies 
should be obligated to continue to use the slower method to 
compete with these countries? Let me add to that, 
1060 when it is impossible to get return messages to any 
extent by reason of the Governments’ interest in 
having the return messages sent by radio. 
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Mr. Wozencraft: Will you read the whole question as it 
is now? 

(The pending question was read by the reporter.) 

A. Yes, I do. I see no particular reason for breaking 
your neck to save 10 minutes on every message transmitted 
by a cable company in order to meet competition, although 
I recognize the necessity for doing it sometimes to hold 
files. 

By Mr. Kern: 

Q. Even though radio had the effect of reducing your 
traffic in a case like Norway, so that the total amount that 
you receive from Norway is only a little over one-sixth of 
what you send to Norway? A. If that were a reduction and 
our business were due to better service offered bv Radio 
Corporation, or radio generally, there might be some rea¬ 
son for wanting to use radio, or any other direct method on 
the part of the cable companies to get traffic into these 
countries beyond London. But I am not at all certain 
that Radio’s achievement has been because its service was 
better. And since that is the case I don’t see why we 
should use a method of communication that might save a 
few minutes. 

Q. Have you finished your answer? A. Yes. 

Q. Radio Corporation is handling to Norway consider- 

ablv more than double the amount of traffic which 
* 

1061 Western Union is handling? A. Yes, that is true. 

Q. Do you not think that the reason is because 
radio is better adapted to the traffic with Norway than 
cable? A. No, I don’t think so. 

Q. Under all conditions? A. I don’t think so. 

Q. Then why do you think Western Union is getting so 
much less than Radio Corporation—R. C. A. C.? A. Because 
our service is not direct, and we can’t very well advertise 
it as being such. That has a sales appeal that induces some 
people to switch their traffic to radio routes. 

Q. The effect of not getting messages westward may also 
have some considerable effect on the eastward messages, 
do you think ? A. That would have some effect, yes. 

1063 By Mr. Kern: 

Q. You said that you would not expect to lose more traffic; 
I am not sure you made it as definite as that. What do you 
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say in reply to the question whether you would j expect to 
lose a greater volume of traffic if the R. C. A. established 
two circuits with Norway instead of one? A. I believe my 
testimony was that I didn’t think we would lose |any more 
cable traffic. The way I look at that is it woulfl be very 
difficult for any radio company to divert traffic a[way from 
our solicitor just on the basis that they had opened another 
outlet, say a second transmitter on a different waye length, 
or anything of that sort. 

Q. Their present traffic then is sufficiently efficieht that an 
additional one would not result in wiping out any delays 
so as to give any better position? A. In my opinion. 

Q. You spoke, I believe, of the fact that the flow to the 
radio route came to a point where the diversions in later 
years from the cable was less than the diversions in the 
earlier years? A. I expressed that as my opinion. And 
subsequent to seeing those curves, which may ot may not 
be plotted, I have not heard yet whether those figures are 
to be introduced into the hearing. 

Q. But wherever a new radio circuit to a ne\V point is 
established that does affect the cable traffic? A. ^n general, 

yes. ! 

Q. Have you any figures as to how the opening of the 
Mackay Radio circuit to Denmark has affecjted West- 
1064 ern Union? A. No, I have no Denmark figures. 

Q. You do not know whether that hasj hurt the 
Western Union traffic to and from Denmark at all, do you? 
A. No, not specifically. 

Q. Do you know what the result has been upon tile Mackay 
Radio circuit to Austria of Western Union to and from 
Austria? A. I don’t know as to any of those countries. 

Mr. Kern: There are no further questions. 

Recross-examination 
By Mr. Kennedy: 

Q. Mr. Coggeshall, is there any difference bdtween the 
overall speed of transmission over the normal routes used 
by Western Union in traffic to and from Norway,| that is, is 
there any difference between the speed from Netv York to 
Oslo and from Oslo to New York? A. Yes. If you check 
over all the figures the transmission eastward via the Great 
Northern is faster than the transmission westward via 
Norwegian and British Governments’ telegraphy. 
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Q. Isn’t that likely to be a reason up to some extent at 
least why your westward traffic is less than your eastward, 
because your speed of service is less—slower? A. I don’t 
think so. I doubt whether the customers are constituted so 
that they select the companies that way, distinguishing be¬ 
tween eastward speed and westward speed. For a steady 
customer, yes, he might find out that one direction was 
faster than another, and the route is filed accordingly. 

1065 But for the large number of customers that we have 
I do not think that would be a contributing reason as 

to why our westward service was not patronized as much as 
our eastward. 

Q. Why do you use that route for Westward traffic when 
it is slower? A. There is no alternative to us that I know 
of. 

The Great Northern is not present in Norway. All there 
is is the Post Office. A man wanders in there and routes 
his message the way he wants it to go. If it is unrouted it 
goes to Radio. 

Q. Then it is true in all westward traffic, unless it is 
routed by the sender, the Norwegian Administration routes 
its cable traffic by the British and Norwegian cables which 
it is interested in as a government? A. Yes. 

Q. What is the difference in speed in both directions over¬ 
all, if you know? A. From what point? Between what 
points, please, New York and Olso? 

Q. New York and Olso. A. I did know. (A pause) The 
difference in speed is 20 minutes. 

Q. You mean an eastward message takes longer by 20 
minutes? A. It does. 

Q. On an average? A. On an average. 

Q. Is that made from a study over a period of time? A. 
That is made from a study over a short period of 

1066 time. That I am assured is representative. 

Q. Then I will ask you again: You don’t think a 
difference of 20 minutes speed of service would be suf¬ 
ficient to have caused a considerable number of customers 
to route their westward messages by R. C. A. C.? A. Per¬ 
sonally, I don’t think so. . 

Mr. Kennedy: That is all, sir. 

The Chairman: Mr. Wozencraft? 
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Recross-examination 

By Mr. Wozencraft: 

Q. Mr. Kern asked you if you thought that i:able com¬ 
panies should be compelled to continue to competle by cable. 
I ask you if in view of the Radio Act of 1927 and. the Com¬ 
munications Act of 1934 you feel that cable companies 
should be permitted to establish radio competition with 
themselves? A. That is a matter of policy upon which I 
am not qualified to answer, I am sure. 

Q. There has been talk here of the establishment of a 
second R. C. A. circuit. Have you ever heard df anybody 
proposing the establishment of a second circuit? A. I have 
not. 

Q. If the present circuit is used only to 10 dr 15 or 20 
per cent of capacity there would not be much point in a 
second circuit, would there? A. If it is not, no, there would 
not be any point. 

Q. You stated if R. C. A. should establish a sedond circuit 
you did not think R. C. A. would be able to take from you 
any westbound business from Norway to the United States. 

That is right, of course, isn’t it? A. Yds; I don’t 
1067 think so. 

Q. But if Mackav should establish a circuit the 
situation would be extremely different, would it! not? A. I 

believe it would be different. j 

Q. And you think that Mackay would take tfrom you a 
substantial amount of business? A. The word “substan¬ 
tial” has me confused. They would take some business 
away from us. ! 

Q. All right. Would they take from you somje business? 
A. Yes. | 

Q. A good deal of business ? A. We are getting so-close 
to the irreducible minimum that I doubt whether it would 
be verv much. 

Q. Thev might take it all, mightn’t they, or practically 
all of it?' | 

The Chairman: No more than all of it. 

A. Thev couldn’t do it. Thev couldn’t do it. ! 

+ V 

By Mr. Wozencraft: 

Q. I wouldn’t expect a Western Union man t<? admit that 
possibility. You have heard, Mr. Coggeshall, Mr. Stone’s 
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testimony as to the points in Europe to which he would like 
to establish direct Mackay Radio circuits, have you not? 
A. I have. 

Q. And you have also stated that cables could not exist 
on one-way business, have you not ? A. Yes, assuming that 
that would deprive us of half our present revenue. 

Q. Now, as a matter of fact, if Mackay did succeed in 
establishing direct circuits to England, France, Ger- 

1068 many, Norway, Sweden, Poland, Italy and Spain and 
other important countries of Europe would not that 

deprive you of a substantial portion of the business you 
now handle from those countries to this country? A. It 
would. 

Q. And in the reverse direction also? A. Yes, also in the 
reverse direction. 

Q. Then the establishment by the International System 
of direct radio telegraph circuits between the United States 
and various points in Europe, competing with their own 
cables and with your cables, would be an extremely serious 
matter for Western Union, would it not? A. Yes, sir, it 
would. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kern? 

Recross-examination 
By Mr. Kern: 

Q. You answered a question by counsel for the R. C. A. 

that the establishment of Mackay Radio circuits would de- 

prive you of a substantial volume of westward traffic. I 

ask vou did the establishment of the R. C. A. circuits de- 
* 

prive you of a substantial volume of westward traffic? A. 
I have no figures definitely on any specific circuit. 

Q. Did you have when you answered as to the Mackay 
Radio? I mean it is the same question. A. I will be frank 
with you. I have listened to the testimony, and heard Com¬ 
mercial Cable Company and the Mackay Radio say 

1069 that in combination they can secure traffic to the ad¬ 
vantage of the International Companies at the ex¬ 
pense of Western Union, and I believe they can do it if 
they are granted the wave lengths. 

Q. Before you heard that you had the same opinion? You 
filed an intervention in this case, that is true, an appear¬ 
ance in this case setting forth your views? 
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Mr. Wozencraft: The lawyer filed that, didn’t he, Mr. 
Coggeshall? 

A. I haven’t seen it. 

I 

I 

By Mr. Kern: 

Q. Is the speed of service from Norway as the result of 
their use of England-Norwegian service considerably less 
than the speed of radio in the testimony to which you have 
reference? A. There again I can’t testify, not having seen 
any speed service figures of the Radio Corporation. I have 
never seen that. 

Q. It would be approximately 30 minutes I believe from 
Norway if handled by cable, from what you have just given 
us? A. That is not far off. 

Q. Assuming the speed of service from Norwa^ by radio 
is much better than that, say approximately p minutes, 
don’t you think it is just as important to an j American 
business man in the United States to have good service 
from Norway as it is to have good service to Ndrway? A. 
He ought to get good service from Norway. 

But it should be explained that that difference in speed of 
service in the two directions is largely due tp the kick¬ 
off that the message gets at New York arid Oslo, re- 
1070 spectively. 

The Western Union can usually launph an east¬ 
ward message, an ordinary message, is from 5 to 10 min¬ 
utes, but the Norwegian Administration is not dping that as 
fast for the cables. I don’t know what they arp doing for 
the radio. 

Q. Then Mr. Kennedy asked the question, I believe, as to 
whether that might not account for the reason for the mes¬ 
sages being sent by radio, and if it does account for it then 
the American communication companies should have the op¬ 
portunity of giving equal service from Norway as well as 
to Norway, in order to give efficient service, and if it does 
not account for it—isn’t that correct? 

Mr. Wozencraft: That is an argument of counsel, and a 
statement of opinion. 

Mr. Kern: I am asking if that is his view? 

A. That is not my view. 
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By Mr. Kern: 

Q. Will you give us your view? A. My view is it seems 
the speed of the service rendered by cable companies is ade¬ 
quate from the customer’s point of view who persists in 
using the route, when if what you say is true he could de¬ 
termine by experiment the radio is faster, and he does it 
from a choice of other reasons. 

Q. Have they not determined that by experiment appar¬ 
ently from the result of the figures? A. Not necessarily. 

Q. Where you get 55,000 words from Norway and Radio 
gets 914.000? A. There are a good manv factors in solicita- 
tion. Sometimes a solicitor can demand a filing with- 

1071 out anv regard to service whatever. 

Q. But as a general proposition you will accept 
that it is desirable from the point of view of American users 
of cable to have as good a service back as they have going 
over to any country? A. Only abstractedly, yes. Concretely, 
I don’t think it makes much difference. 

Q. If you send services to London for ordinary messages 
in five minutes time, and it took thirty minutes time getting 
back, do vou think that the American businessman would 
have a complaint that his messages from London took a 
great deal longer than they did going to London? A. It 
might not affect him. I believe that our own speed of ser¬ 
vice is slightly inferior westward than eastward. Whether 
the customer notices it or not I don’t know. However, that 
is only at certain times of the day. 

Q. But for those who have printer connections or tele¬ 
phone connections directly to their own office is there any 
real reason why there should be a difference of services 
westward than eastward? A. No. Those fellows are in a 
different class. Thev reallv want service and need it in 
their business. Thev reallv would suffer from the slow- 
ness in westward service. But since there is no overlap 
from Olso and Norway and New York and the urgent rate 
is not made use of I believe that a slow speed of service is 
satisfactory to the customer. In the cable and radio busi¬ 
ness we talk a good deal about these prodigous speeds that 
we get, and quite properly so. But the man in the 

1072 street who files a telegram or cablegram ordinarily 
is satisfied if it is delivered in half an hour or an 
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hour, although that furnishes no standard for a!ny company 
that I know of to be that slow. 

Q. The man in the street, yes, but a businessman, who is 
interested in some transaction relating- to his jbusiness, in 
sending a telegram waits for an answer, and wants a prompt 
reply. A. By the man in the street I meant the business 
man in that connection. 

Q. If 30 minutes is adequate from Norway is adequate 
in your opinion why did the companies make such intense 
efforts over a period of years to reduce the service to 10 
minutes to Norway? A. The same effort is matle as far as 
American companies are concerned to cut down the speed 
in both directions, but I point out that we hav$ no control 
over the Norwegian Administration, and if thpy are slow 
in getting them to London we are licked. 

Q. And from a competitive point of view it jis desirable 
to get the greatest speed possible out of Norwajy, is it not? 
A. No, I don’t think so. 

Q. You think that the fact that a man sendd a message 
by cable and gets a reply by cable say in an hobr, whereas 
if he sent it by radio he gets a reply in 15 miputes would 
not affect the volume of business? A. I donjt think the 
volume of business would be affected, because I believe the 
customer would look upon that service ab being ade- 
1073 quate. It is being given in the case of thje two large 
cable companies at present, who have bben able to 
hold their files against some odds. 

Q. As a matter of fact, if a solicitor goes into hn office and 
compares the files of the telegrams sent by oiie company 
over the route of one company with those seijit over the 
route of another company, and the solicitor say$, “We are 
giving a 15-minute service, and the other fellow is giving 
an hour, ’ ’ he has a competitive advantage, is that not true ? 

Mr. Wozencraft: May it please the Commission, I object 
to that. There is no evidence in the record to support all 
this examination, which has been assuming things which 
have not been proven, and it is highly speculative, and of 
no value; for that reason I object. 

The Chairman: The objection is overruled. The witness 

mav answer. I 

* 

The Witness: Please read that question. 
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(The question was read by the reporter.) 

A. Only if a solicitor can go into such an office. I don’t 
know where it would be. The Commercial solicitor is ordi¬ 
narily unwelcome in the Western Union, and vice versa, 
and as far as Norwav is concerned it is the Post Office of the 
Administration, and I doubt whether either our solicitor 
or the Commercial Cable have access for any competitive 
purpose. 

Bv Mr. Kern: 

Q. We are not speaking of going into the office of your 
competitor or the Norwegian Government. We are speak¬ 
ing of going into a businessman’s office who has 
1074 sent a telegram and got a reply. The company giv¬ 
ing the greatest competitive speed has an advantage 
in trying to get the files of that customer, is that not true? 
A. Yes, wherever speed makes a difference to the customer 
that undoubtedlv is true. 

Mr. Kern: That is all. Thank vou. 

i %/ 

The Chairman: Any further questions ? 

Rec ross-examination 
Bv Mr. Wozencraft: 

m/ 

Q. Isn’t the difference between the speed of transmission 
by the United States to Europe and from Europe to the 
United States primarily due to the fact that in the United 
States the messages are gotten off more quickly by the pri¬ 
vate companies operating than they are gotten off in Europe 
by the Government Administrations operating? A. That 
is true as far as the Western Union cable service is con¬ 
cerned. 

Q. And that affects the radio and affects the cable equally, 
does it not? A. I think that it might. 

Q. And as far as Norway is concerned isn’t it true that 
the very great difference in times makes quibbling about 
minutes pretty much immaterial? A. Well, I felt that the 
speed of service was not terribly important, provided it 
were reasonably adequate. 

Q. Isn’t it true particularly in Norway that where the 
difference in time between Norway and the United States 
is so great that quibbling about minutes is immaterial? A. 
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I believe it to be immaterial, and increasingly so, as 

1075 the difference in time becomes greater until you 
reach a point on the other side of the earth where 

the ending of one business day overlaps the beginning of 
somebody else’s. 

Mr. Wozencraft: That is all. 

The Chairman: Any further questions? (No i-esponse.) 
Thank you, Mr. Coggeshall. 

(Witness excused.) 

I 

The Chairman: That, I believe, completes the testimony 
on behalf of Western Union, and leaves the door wide open 
now for R. C. A. Communications. 

We shall recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12:25 o’clock p. m., a recess |was taken 
until tomorrow, Thursday, January 23, 1936, at 10 o’clock 
a. m.) 
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1078 Before the Federal Communications Comipission 

(Telegraph Division) 

Washington, D. C. j 

Januarv 23, 1936. 

Dockets 3336 3337 3338 

In the matter of Petition of Mackay Radio & Telegraph 
Company, Inc. New York, N. Y. 

Application for modification of license: Request tb add Oslo, 
Norway, as a point of communication. 

The above entitled matter came on for further hearing 
before the Telegraph Division of the Commission in Room 
7121, Interstate Commerce Commission Building at 10 
o ’clock a. m. 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

Appearances: As heretofore noted except: Mir. Kimball 
(present) and Mr. Royce (absent). 


Proceedings 

| 

The Chairman: Mr. Wozencraft? 

Mr. Wozencraft: I will call Mr. Winterbottomj 
Whereupon W. A. Winterbottom a witness called in be¬ 
half of R. C. A., having been first duly sworn by the Chair¬ 
man, testified as follows: 

1079 Direct Examination 


By Mr. Wozencraft: 

Q. What connection have you, Mr. Winterbottofia, with the 
respondent R. C. A. Communications, Inc.? A. Vice presi¬ 
dent and general manager. 

Q. How long have you been connected with thd company ? 
A. I have been connected with the R. C. A. Communications, 
Inc. since it was organized, and with the parent company, 
R. C. A., and its predecessor, American Marconi Company 
since 1913 or 1914. | 

Q. I hand you a map which has been marked Respon¬ 
dent’s Exhibit No. 9 for identification by the reporter. What 
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is that map ? A. This map of the world shows quite clearly 
the world-wide system of communication which R. C. A. and 
R. C. A. Communications, Inc. have established during the 
past 15 years to the most important countries in the world, 
and shows rather clearly that its principal center of opera¬ 
tions is in the neighborhood of New York, from which point 
many circuits go to Europe, some to South America and 
some to the West Indies. 

Also may be seen several domestic services to the in¬ 
terior of the United States. 

A second central point of radio communication has been 
created in the neighborhood of San Francisco for service 
rendered to places in the Pacific and across the Pacific to 
the Far East. 

A third rather important center has been created in the 
neighborhood of Manila for the rendering of service 
1080 from the Philippines to the Far East and the main¬ 
land, and of course also to the United States. 

I might say that the map is not strictly accurate. I par¬ 
ticularly refer to a line which is shown running from New 
York to Liberia. While the service was established there 
some years ago it was later duplicated and at the present 
time it is not in operation. Suspension on that service I 
think has been in effect for more than a year. 

Q. Was this map prepared under your direction? A. Yes, 
the map was prepared under my general direction. The 
early maps were prepared by me and of course they have 
been reprinted from time to time and additional circuits 
have been shown on the map. 

Q. With the exception stated by you, is the map accurate ? 
A. Yes, with the exception of the circuit to Monrovia, Li¬ 
beria I believe the map to be accurate in every degree. 

Mr. Wozencraft: We offer the map in evidence as Re¬ 
spondent R. C. A. C. Exhibit No. 9. 

Mr. Kimball: How does this time at the top work? Could 
you tell us that? 

The Witness: There has been something new put on the 
map since I saw it last, but I take it to be the international 
time zoning east and west around the world. As I see it, 
it starts at zero at Greenwich, and it is G. M. T. time. 
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Mr. Wozencraft: We offer the map as Respondent’s Ex¬ 
hibit No. 9. 

The Chairman: It will be received. 

(The document referred to was received in evi- 

1081 dence, marked “R. C. A. C. Exhibit No. 9, Dockets 
3336, 3337 and 3338,” and is filed with the transcript 

in the possession of the Commission.) 

The Chairman: I thought you dropped that circuit down 
to Honolulu. 

The Witness: Not to my knowledge. I believb it is con¬ 
tinued on a small schedule, one of them with a ;Navy sta¬ 
tion, and the other with a station with the Australian Com¬ 
pany at Suva. I think they are in operation for a yery small 
amount of time per day. 

Bv Mr. Wozencraft: 

Q. Mr. Winterbottom, you have testified concerning the 
map which has been introduced in evidence and which shows 
the present International radiotelegraph circuits operated 
by R.- C. A. Communications, Inc. in conjunction with for¬ 
eign administrations and companies in some instances. 
Won’t you please tell us something about the beginning of 
the international transoceanic radiotelegraph communica¬ 
tion? A. The history of international transoceanic radio 
communication in the United States is the stdry of the 
development of a new service to the public—a service that 
has changed the whole conception of transoceanic} telegraph 
efficiency and saved telegraph users millions of dollars. To 
appreciate fully what any new service means we niust glance 
at what was available before it was created. It is so easy 
to forget, after years have dimmed consideration recog¬ 
nized at the time as vital. 

We must go back before the World War for a true 

1082 perspective. Radio had already proved its value at 
sea, although it was crude, ineffective, and limited to 

short distances according to our present standards. The 
hopes of workers in wireless were leaping forwarc} to visions 
of establishing dependable radiotelegraph service between 
continents. Hopes—in plain truth—were leaping far be¬ 
yond the possibilities of any available radio equipment. 
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Q. What was the situation in Europe? A. Great Britain 
was planning an “All Red Chain” that would loop all red 
radio links around the world, already chaffing in the binding 
ties of thousands of miles of British cables. France and 
Germany, irked by British cable supremacy, dreamed of 
preventing England from stealing a march in this new 
field of wireless. All three were busy with maps, draw¬ 
ing sweeping lines for projected circuits—lines that had no 
relation to practical radio range at that time. 

Q. What was the situation in the United States? A. In 
the United Staes the American Marconi Company was 
working hard. It had a station on Cape Cod, Massachu¬ 
setts, which was a wonder of “high-power” when it was 
opened in 1903, but which from its first day had proved too 
weak for reliable transatlantic work. On September 14, 
1914, it inaugurated a circuit between San Francisco and 
Honolulu, a path a thousand miles shorter than New York- 
London and one on which atmospheric conditions were kind 
to feeble radio signals. A circuit to Norway was ready to 
be opened. One to England actually had been announced 
for an early opening when W T ar was declared in Europe. 

The commandeering of the corresponding stations in 
1083 Wales bv the British Admiraltv at the outbreak of 

V 1 

the War, unquestionably saved the American Marconi 
Company embarrassment. We know now it could not have 
made that circuit to England operate satisfactorily. 

Q. Why not? A. One insurmountable difficulty would 
have blocked the realization of all those rosy, pre-war radio 
visions. It was simply that no apparatus had been invented 
that would reach—in actual working conditions—the dis¬ 
tances that the plans spanned on paper. That unbeatable 
obstacle prevented the practical translation of those ambi¬ 
tious plans no matter in what language they were written. 
In the United States the situation had a further complica¬ 
tion. Patents essential for even a start toward a workable 
system were held—and jealously guarded—’ by scattered 
interests. Various rivals had no apparent intention of 
pulling together, even though no one of them could proceed 
without the others. 

That was transoceanic telegraphy before the United 
States entered the War—an undersea cable network, largely 
controlled by Great Britain; glowing and impractical radio 
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dreams inspired by nationalism in Europe; aiid in the 
United States the growls of a dog-in-the-manger patent sit¬ 
uation disturbing even the impractical dreams. Cables still 
were supreme, and promised to remain so. 

Q. How were the patent difficulties in the United States 
overcome during the war? A. The necessity for cooperation 
between American companies, each of which held 

1084 necessary patents and no one of which could build an 
effective, complete radiotelegraph system dlone, was 

recognized immediately by our Government when the press¬ 
ing need arose for radio in emergency correspondence with 
our Allies. The day after war was declared the president, 
by proclamation, directed the Navy to take over e^ery radio 
station in our country and its possessions that was not al¬ 
ready in control of the Army. American radio Companies 
patriotically aided the Government with their best talent 
and their best inventions. Squabbles over patents were laid 
aside. 

Q. What was the greatest need at that time? Ai The first 
great need was for a reliable and efficient high-frequency 
generator that could produce continuous waves imiformly 
and constantly, to replace the spark and the arc transmitters 
on which transoceanic radiotelegraphy had been basing its 
shaky hopes. Engineers had realized that for ybars. Dr. 
Ernest F. W. Alexanderson had been working Effectively 
toward it in the General Electric Laboratories. Marconi, 
himself, had travelled to Schenectady to watch a demonstra¬ 
tion of Dr. Alexanderson’s Alternator in 1915. What he 
thought of its importance is obvious from the attractive 
offer General Electric had received for it at once from the 
British Marconi Company. 

The War hastened the perfection of the Alternator, and 
one of 50 kilowatts was installed in 1917 at the New Bruns¬ 
wick, New Jersey station. It showed such promise imme¬ 
diately that an Alternator with power of 200 kilo- 

1085 watts was erected there. It made the station the 
most effective in the world. With new receiving 

equipment to catch its signals, the Alternator heralded the 
arrival of a new day in transoceanic radio. Throughout 
the period of national emergency the New Brunswick sta¬ 
tion effectively handled interallied communication and 
maintained radio contact with American and allied vessels 
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on the high seas. The Alternator stimulated the creation 
of the Multiple Tuned Antenna, the Magnetic Amplifier, 
and later the receiving system known as the Beverage Wave 
Antenna, named for its inventor, H. H. Beverage, now Chief 
Research Engineer of R. C. A. Communications, Inc. An¬ 
ticipating crowded wave channels, Dr. Alexanderson cre¬ 
ated the system of radio frequency tuning, later so useful in 
broadcast reception. 

Q. What was the situation when the Armistice was signed ? 
A. With such devices at its disposal, radio when the Armis¬ 
tice was signed had some basis for the hope of creating a 
workable transoceanic system. The War had taught the 

United States how sorelv it needed one. At its outbreak we 

* 

had suddenly found ourselves hamstrung in our communi¬ 
cation with the world. The inadequacy of our facilities had 
become increasingly obvious every day, as the War taxed 
the capacity of the cables upon which we previously had 
depended. 

We saw clearly when fighting stopped that the United 
States would never again revert to its previous position; 

that it was destined to play a large part in world 
1086 affairs. We saw clearly also that we could not 
longer be content to have nearly all of our interna¬ 
tional telegraphic correspondence carried by cables, most 
of it relayed “via London” no matter what its ultimate 
destination was. 

Q. What was the significance of radio in the situation? 
A. Radio was our chance. But the old scramble of mis¬ 
guided rivalries, resulting in a deadlock threatened to be on 
again when the Government returned the stations and 
equipment taken over in the War. And the British Mar¬ 
coni Company was renewing its tempting offer for the 
Alexanderson Alternator. 

Mr. Kern: Do you know that of your own knowledge 
about an offer bv the British Government? 

The Witness: I did not say the offer was by the British 
Government. I said it was the British Marconi Company. 

Mr. Kern: Were you present at the negotiations? I ob¬ 
ject to it unless the basis for the information is given. 
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By Mr. Wozencraft: 

Q. You were with the company at that time, weren’t you? 
A. I was with the company at that time. But I was not with 
the General Electric Company at that time. 

Q. You did know, did you not, and participate in the con¬ 
ferences which were held with the American Marconi at 
that time discussing matters of policy where the proposed 
sale of the Alexanderson Alternators was the sub- 

1087 ject of conference? A. Yes, I met the representa¬ 
tives that came over here from England on that 

mission. 

Mr. Wozencraft: I think Mr. Winterbottom’s knowledge 
is sufficient. 

The Chairman: Do you know of your own knowledge, Mr. 
Winterbottom, that this offer was made? 

The Witness: Yes. 

The Chairman: Do you know the terms of the offer? 

The Witness: I recall the number of alternators that were 
part of the offer. There were 20 alternators— 

The Chairman (Interposing): I do not care about the 
details. You are familiar with it? 

The Witness: Yes. It is quite a long time ago. 

The Chairman: You may proceed. 

The Witness: With that Alternator, Great Britain would 
add world dominance in radio communication to its secure 
pre-eminence in cables. 

Q. State the facts as to the interest of British Marconi 
in the Alexanderson Alternator? A. Mr. Owen D. Young’s 
sworn testimony as to what transpired when Admiral Bul¬ 
lard, Director of Naval Communications at that time, came 
to talk to him, as Vice President of the General Electric 
Company, will be found at length in the official record of 
S. 6. The central fact is contained in this statement by Mr. 
Young, found on page 1091 of that official report: 

“Admiral Bullard came to me in New York some time 
in April, I think, of 1919, and stated that hp had come 

1088 from Paris at the request of the President to make 
an appeal to the General Electric Company, who then 

had the developing and had the control of the rights on the 
Alexanderson Alternator, not to part with those rights or 
those machines to the British because if we did so it would 
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immediately put the Marconi Company of England in the 
dominant position in radio and would thereby supplement 
their dominance of cables. ’ ’ 

Commander (now Captain) Hooper of the Bureau of En¬ 
gineering of the Navy accompanied Admiral Bullard when 
he visited Mr. Young and other General Electric officials. 

Mr. Kern: I do not wish to object, but I would like to 
know when the witness is speaking of his own knowledge 
and when he is speaking of others ’ knowledge. 

Mr. Wozencraft: The S. 6 is in this record. It is quite 
true that this last sentence is not a direct quotation, because 
of the fact that to give a direct quotation would take a good 
deal of time, and in presenting very briefly the situation as 
it appears in the S. 6 testimony, it has been easier to bridge 
by such brief statements as this rather than quoting at 
length, but every fact as Mr. Winterbottom will state in 
connection with this matter, in our judgment, is amply sup¬ 
ported. by the record in S. 6 which is a part of this hearing. 

Mr. Kern: I have no objection to any quotation or any 
statement from any of this material provided that the wit¬ 
ness state wherever he is stating his own knowledge so that 
he may indicate that he is stating his own knowledge rather 
than relying on information which is in the S. 6 
1089 hearings. 

I just want to make it clear, because in that last 
sentence I was not sure whether he was speaking of his 
own knowledge or still quoting or relying on facts set forth 
in S. 6. 

Mr. Wozencraft: Every statement is based on the record 
in S. 6, where it is not directly quoted. 

The Chairman: Will you bear in mind Mr. Kern’s last 
suggestion, Mr. Winterbottom? 

The Witness: Yes. 

The Chairman: At this point the Chair would like to 
suggest that he will appreciate it if counsel will hand to 
him sometime after the conclusion of this hearing, refer¬ 
ences to particular phases in the hearings on S. 6 to which 
they would like to have particular consideration given. The 
Chair will try to read the entire proceedings, but he will be 
assisted if counsel will limit it to a few hundred rather than 
a few thousand pages. 
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By Mr. Wozencraft: j 

Q. You had finished the first sentence of that paragraph. 
Will you please proceed to the second sentence? ! A. What 
Commander Hooper thought of the importance of the mis¬ 
sion is clear from his testimony at an earlier heating, read 
into the official report of the hearings on S. 6. (jiage 1106) 
Commander Hooper, describing the conference at the Gen¬ 
eral Electric Company, testified in part: “. . . . we ap¬ 
pealed to them not to sell those patents to the British be¬ 
cause we knew that if the British got those patents an 
American company would never get a statt.” 

1090 Q. Did Admiral Bullard make any published record 
of his discussions with the General Electric Com¬ 
pany? A. Yes; no one could outline better thaja Admiral 
Bullard, himself, did in the United States Naval Institute 
proceedings of October, 1923, the vital concern that the 
United States had at that time over the retention of essen¬ 
tial patents and the creation of an American-otvned com¬ 
pany capable of developing a real American systein of trans¬ 
oceanic radio communication. I should like to qjuote a few 
brief and significant statements from it. Admiral Bullard 
wrote: 

‘‘As the senior Government representative, I unfolded 
to these officials (of the General Electric Coihpanv) the 
danger to American interests that would ensue if the Alex- 
anderson machine should be sold to any foreign govern¬ 
ment or foreign private companies, and pointed out that as 
our citizens had never played any prominent phrt in cable 
communication, here was a chance to retain ih American 
hands the key to successful long distance radio Communica¬ 
tion. Further, I unfolded a scheme of radio coipmunication 
whereby I hoped to retain in American hands the complete 
domination of radio communication in the United States, 
Central and South America, and made reference to a policy 
of wireless doctrine similar to the greater MonrOe Doctrine, 
by which the control of radio on this continent would remain 
in American hands. | 

“The Chairman announced that as the matter had been 
presented to them, it would be a most unpatriotic action to 
proceed with the negotiations with the English Com- 

1091 pany, and as far as the directors then present could 




654 MACKAY EADIO & TELEGRAPH COMPANY, INC., VS. 

% 

do so, they determined to proceed no further for the 
contemplated sale of the Alexanderson machine. This 
being accomplished, to my intense satisfaction, the next ob¬ 
jective was what to do with the valuable machine which they 
possessed and which had only been constructed after years 
of research and laboratory work and the expenditures of 
large sums of money. 

‘ ‘ The question naturally arose as to where a market could 
be found, and to this I suggested that the machine could be 
sold to themselves by forming a really true American Radio 
Company and thus creating their own market. This thought 
gave rise to some discussion, and a few days later, infor¬ 
mation was received that it would be the policy of the Gen¬ 
eral Electric Company to form an American Radio Com¬ 
pany, and preliminaries were at once commenced, with the 
result that the present Radio Corporation of America came 
into being.” 

Admiral Bullard then tells how he was asked whether the 
Government would lend its support to the projected new 
company and continues: “As the Government had no es¬ 
tablished general policy, there seemed to be no direct agency 
to provide this support, but assurance was given that as far 
as practicable such support would be solicited, with the dis¬ 
tinct provision that arrangements should be made by which 
the Marconi Company should disappear as such.” 

Mr. Kern: What page was that? 

The Witness: The last quotation came from the United 
States Naval Institute proceedings of October, 1923. 
1092 Mr. Kern: You said that was quoted in S. 6? 

The Witness: No. The earlier quotation was taken 
from page 1106 of S. 6. 

Mr. W r ozencraft: I think the facts stated in Admiral Bul¬ 
lard’s article all appear in S. 6. But the facts are more 
simply stated in Admiral Bullard’s own account of what 
happened, and in view of the Commission’s expression of 
interest in historical background, this seems to us to be a 
very essential part of that background. 

By Mr. Wozencraft: 

Q. Were the assets and business of the American Mar¬ 
coni Company acquired by R. C. A.? A. Yes, sir; the assets 
and business of the Marconi Wireless Telegraph Company 
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of America were acquired by the newly formed Radio Cor¬ 
poration of America. Admiral Bullard continue^: 

“Thus two important things had been accomplished, the 
formation of a real American Company, and the disappear¬ 
ance of an important subsidiary of the head English Mar¬ 
coni Company, and the way was paved for the domination 
of international radio communication in the United States 
by loyal citizens of this country. Later the schenie of radio 
control in South America by United States citizens was ac¬ 
complished through the energy, ability and far sightedness 
of the chairman of the Board of Directors of the Radio Cor¬ 
poration of America (Mr. Young). The plan finally adopted 
was not in its entirety that first suggested, but retained all 
the essential features of American control. Who 
1093 would not therefore feel proud to have assisted in 
the successful development of such strong! American 
control of radio activities?” 

Mr. Wozencraft: I ask to have marked as this respon¬ 
dent’s Exhibit 10 for identification, this paper. 

(The document referred to was marked “R. C[ A. C. Ex¬ 
hibit No. 10, Dockets No. 3336, 3337 and 3338,” for identi¬ 
fication.) 

By Mr. Wozencraft: j 

Q. I hand you a document headed “United States Naval 
Institute Proceedings, October, 1923, Some pacts Con¬ 
nected with the Past and Present Radio Situation in the 
United States, by Rear Admiral W. H. G. Bullard, U. S. 
Navy', Retired.” I also hand you an original copy of the 
United States Naval Institute Proceedings, October, 1923. 
In the original copy of the proceedings which I hand to you, 
does the article by Admiral Bullard, a copy olj which has 
been marked R. C. A. No. 10 for identification j appear be¬ 
ginning on page 1623? A. Yes, pages 1623 to 1634. 

Mr. Wozencraft: We offer the Bullard article as R. C. A. 
C. Exhibit 10. 

I 

The Chairman: It will be received. 

(The document referred to was received ijn evidence, 
marked “R. C. A. C. Exhibit No. 10, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the posses¬ 
sion of the Commission.) 
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By Mr. Wozencraft: 

Q. Did Admiral Bullard attend meetings of the stock¬ 
holders and directors of R. C. A.? A. Yes. 

1094 Q. Why and in what capacity? A. Meetings of 
stockholders and directors of the Radio Corporation 

were attended by Admiral Bullard to present and discuss 
informally the Government’s views and interests. A copy 
of a letter, dated January 12, 1920, authorizing his atten¬ 
dance will be found on page 1183 in the official report on the 
hearings on S. 6. 

Mr. Kern: Is this from your information or from the 
record also? Were you present at the hearings? 

Mr. Wozencraft: He is quoting now from page 1183 of the 
official report of the hearings on S. 6. 

The Witness: Yes, I was present during most of the S. 6 
hearings, and I think all of them. 

Mr. Kern: The testimony as to Admiral Bullard being 
present at the hearings, and his authority— 

The Witness (Interrupting): The letter is subscribed : 
“The White House, January 14,1920. Approved, Woodrow 
Wilson. ’ ’ 

By Mr. Wozencraft: 

Q. Is R. C. A. an American company? A. The Radio Cor¬ 
poration always has been and always will be strictly an 
American company, keenly conscious of American welfare 
in radio. It has no dominating foreign entanglements. It 
owes no allegiance to any company or interest under the 
influence of foreigners. Its dollar interests primarily are 
at home and not abroad. In its charter is written this sig¬ 
nificant clause : 

“No person shall be eligible for election as a di- 

1095 rector or officer of the Corporation who is not at the 
time of such election a citizen of the United States. ’ ’ 

The by-laws specify that no more than 20 per cent of the 
stock can be held and voted by foreigners without restric¬ 
tion, and that every certificate for such shares shall be 
marked on its face “Foreign Share Certificate.” The Sec¬ 
retary of the Navy or any director of the Corporation may 
challenge the voting right of any shareholder (except those 
definitely designated as foreign share certificate holders) on 
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the grounds that his shares are not in loyal American hands. 
Only five per cent of the total number of sharep is repre¬ 
sented at present by foreign share certificates, pwnership 
of the Radio Corporation is vested in 270,000 shareholders, 
living in every state in the Union. 

Mr. Kern: Are you speaking as of today? 

The Witness: Yes. 

Mr. Wozencraft: At least, the last available information 
if not actually today. 

By Mr. Wozencraft: 

Q. What was the patent situation? A. In the organization 
meetings in R. C. A., attended by Admiral Bullard as a rep¬ 
resentative of the Government, one of the first problems 
was preventing the return of the chaos of conflicting patent 
claims that had blocked radio communication development 
in America before the War. The concern over the danger 
was shown by a letter written January 5, 1920, by A. J. 
Hepburn, Acting Chief of the Navy’s Bureau of Steam 
Engineering to General Electric Company and the 
1096 American Telephone and Telegraph Company, ap¬ 
pealing to them “for the good of the public” to use 
efforts to bring about a speedy understanding ip reference 
to the vacuum tube patent deadlock. 

Mr. Kern: Is that in any of the hearings? 

Mr. Wozencraft: No, that is in the publication! which you 
had marked as your Exhibit 1 in this proceeding, the Fed¬ 
eral Trade Commission report. 

Mr. Kern: Do you know the page number ? 

The Witness: Yes, I will give you the page. A complete 
copy of that letter is on page 29 of the report of the Fed¬ 
eral Trade Commission on the radio industry, dated De¬ 
cember 1, 1923. 

Mr. Wozencraft: May it please the Commission, the ap¬ 
plicant Mackay Radio & Telegraph Company has marked 
for identification as its exhibit, the report of tpe Federal 
Trade Commission on the radio industry referred to by Mr. 
Winterbottom. The letter of Mr. Hepburn appears on page 
29 of that report. We ask that that letter only from that 
report be received as Respondent’s Exhibit 11. 

Mr. Kern: We have no objection and we do pot ask for 
the copies, as we have them. 

The Chairman: It will be received. 
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(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 11, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

The Witness: (Continuing) If the patent stalemate had 
persisted, the development of a real American radio 

1097 communication system would have been shackled. 

Mr. Kern: Is that vour statement? 

* 

The Witness: That is mv belief, ves. 

Mr. Kern: I am just identifying it from a quotation. 

The Witness: To avert that deadlock, the American Tele¬ 
phone and Telegraph Company, the United Fruit Company, 
and later the Westinghouse Electric and Manufacturing 
Company joined General Electric in the creation of R. C. A, 
Here, then, was an American Company able to compete in 
research facilities, basic patents, technical equipment, and 
financially with any international telegraph organization 
then existing in the world. 

By Mr. Whzencraft: 

Q. W r as it contemplated that radio was to compete with 
the cables ? A. From the standpoint of service to the public 
and to the nation it was of great importance that this new 
American Company was equipped to develop radio as a real 
competitor to the cables, which still were supreme at the 
time, and the principal center of which had always been 
Great Britain. 

Now began the rapid development of radio communica¬ 
tion that has given a new and thoroughly dependable trans¬ 
oceanic telegraph service to American users. W 7 hen the 
first message was flashed by the Radio Corporation across 
the Atlantic on the early morning of March 1, 1920, the 
United States had direct cable communication with only 
Great Britain and France, in Europe, and with few nations 
elsewhere. Today the United States is linked by 

1098 high-speed radio circuits to all important countries. 

Q. Has the new company developed radio communi¬ 
cation? A. Since 1919 R. C. A. has held a position of leader¬ 
ship in radio research and in the rapid development of radio 
services throughout the succeeding years. Although there 
have been no glittering sands and, so far, very little pay 
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dirt to encourage us, R. C. A. has, beyond question, estab¬ 
lished for the benefit of the United States the world’s great¬ 
est competitive radio communication system, novf providing 
almost instantaneous communication between the United 
States and over forty countries all over the globe. This 
magnificent system, which for the first time has made this 
country totally independent in its vital commuhication re¬ 
quirements of any cable communication system rimning first 
through England, France or Germany or any other country 
acting as a relav, is the envv of manv other radio adminis- 
trations and companies. It should be strengthened and not 
weakened. | 

Some of R. C. A. ’s communication accomplishments 
should here be recorded to add to the historical record of the 

i 

present hearing and to indicate more clearly thfe true com¬ 
petitive situation—a competitive endeavor ahtays in the 
interest of the public and of the United States. 

The Navy Department returned our stations to us at mid¬ 
night February 29,1920,—and at 12:01 a. m. March 1, 1920, 
R. C. A. commenced its public service in the international 
communication field, opening simultaneously direct services 
with Great Britain, Hawaii and Japan, at) substantial 
1099 rate reductions. Prior to R. C. A. ’s entry in the field, 
cable rates to Europe had been frozen for over 30 

j 

vears. 

* 

Our competition was not taken very seriously by our 
cable competitors, and it was not until several! years later 
that they decided to reduce their cable rates to tjhose quoted 
by R. C. A. The public is really appreciative hnd most of 
our customers stuck to us loyally. 

Q. What other circuits did R. C. A. open in 1920? A. On 
May 17, 1920, we opened direct service with Norway at 24 
cents per word against the cable rate of 35 cents. We nat- 
urallv did verv well on this circuit, for the savins- was in- 
deed quite substantial, and the cable routes som^ years later 
looked rather belatedly for renewed support! from their 
former customers. 

On August 1, 1920, we opened service to Gerfiiany reduc¬ 
ing the then existing rate of 36 cents per word to 25 cents 
per word, and on December 14th we opened direct service 
with France, offering a rate of 20 cents per wofd against a 
25-eent cable rate. ! 
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Before closing out the year 1920, I should add that the 
cable rate to Japan before the introduction of the R. C. A. 
rate of 72 cents, was $1.21 per word,—quite a substantial 
reduction. 

Q. Describe any new station construction during 1921. 

During 1921, a tract of ten square miles of land was 
purchased on Long Island and the first installations of 
what is now known as Radio Central, Rocky Point, were 
completed. This was then, and has since continued 

1100 to be, the world’s largest radio station, containing 
at the present time 34 transmitters and associated 

antenna structures. It was officially opened by President 
Harding on November 5, 1921, and on November 17 we es¬ 
tablished direct service with Italy, offering a rate of 26 
cents against the cable rate of 31 cents per word. 

During the same year we established the first commercial 
vacuum tube transmitters at our marine stations which fur¬ 
nished an entirely new standard of long distance communi¬ 
cation with ships at sea. A free medical advise service for 
the benefit of persons injured or ill on ships at sea was also 
established this year in cooperation with the United States 
Public Health Service, and the Seamen’s Church Institute. 
Through the vears this radio medical service is credited 
with saving manv lives. 

V-7 

Q. When were high powered vacuum tube transmitters 
first used in service? A. 1922 waw the first high powered 
vacuum tube transmitters designed by R. C. A. engineers 
successfully handling transoceanic traffic to England and 
Germany. 

Q. Describe R. C. A.’s progression in the telegraph field 
in 1923, 1924 and 1925? A. In 1923 R. C. A. inaugurated 
a high powered long distance press service to ships at sea 
available to vessels over a radius of 4,000 miles from New 
York, permitting the daily publication of American news on 
ships of all nationalities throughout the entire voyage. 

1924 saw substantial progress by R. C. A. in corn- 

1101 mercial application of short waves by means of the 
installation of high powered tube transmitters on 

both Atlantic and Pacific transoceanic circuits, and during 
the year direct radio circuits were opened to Argentina on 
January 25, and to Sweden on December 1. During No- 
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vember the first radio pictures were experimentally trans¬ 
mitted by R. C. A. between New York and London. 

During the following year of 1925, R. C. A. first carried 
some international broadcast programs, speech find music 
being received from England, and rebroadcast to American 
audiences through Station WJZ. During the same year 
R. C. A. added a direct circuit to Java on July 1(J. 

Q. Was there further progress in 1926, 1927 and 1928? 
A. In 1926, R. C. A. offered for the first time in history 
commercial facsimile transmission by radio of pictures, 
blueprints, photographs, fingerprints, signatures, fashion 
sketches, etc., between New York and London, i The date 
was May 1. 

On May 3 direct service was arranged with Brazil, and 
a circuit to French Indo China was established on Septem¬ 
ber 15 at 80 cents per word instead of $1.06 pejr word by 
cable. 

A circuit to Holland was established on November 1st, 
and then we passed into 1927 during which year we opened 
many direct circuits from the United States, suelf as Dutch 
West Indies on June 21st, with a rate reduction from $1.00 
to 46 cents per word. To the Philippines with a rate 
1102 reduction from 72 cents to 60 cents per word. To 
Dutch Guiana on August 9th, with a rate reduction 
from $1.00 per word to 46 cents per word. We opened to 
Colombia on August 9th. We opened to Venezuela on 
August 18th, with a reduction from cable ratep of $1.00 
per word to R. C. A. rates of 60 cents per word To Bel¬ 
gium on October 3rd and to Porto Rico on October 10th. 
To Hongkong on October 18th, with a rate reduction from 
88 cents to 75 cents. We opened to Turkey on December 
10th, with a rate reduction from 46 cents to 36 cents per 
word. 

I 

1928 saw the outstanding contribution by R. C. A. re¬ 
search engineers of the system now known the world over 
as “Diversity Reception,” whereby three different and 
widely separated directional receiving antenna^ pick up 
the incoming short wave signal and combine th|e product 
into a solid usable unit. While this triplication of receiv¬ 
ing equipment is expensive, R. C. A. did not hesitate to 
adopt it, and together with newly invented directive or 
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beam transmitting antennae R. C. A. service assumed a 
much greater degree of reliability and effectiveness. 

During 1928 several additional circuits were added to 
our system, such as Philippines to Siam on January 13th, 
Philippines-China February 21st, Canada March 10th, Por¬ 
tugal April 2nd, Australia via Montreal June 15th, Curacao 
August 4th, with a rate reduction from $1.00 to 46 cents 
per word, and Cuba December 4th. 

Further progress in 1929 was recorded with new circuits 
to Fiji Islands, May 1st. New York-San Francisco 

1103 May 15th, to Spain August 1st, with a rate reduc¬ 
tion from 33 cents to 30 cents per word; to Syria 

September 3rd, and to Costa Rica September 3rd. 

On December 25 R. C. A. Communications, Inc. gave the 
United States its first international Christmas broadcast 
program—a feature of our activities steadily increasing, 
until at the present time R. C. A. Communications, Inc- 
is now carrying about 70 per cent of all the international 
broadcast programs you hear over Columbia and N. B. C. 
networks. 

Q. Make any statement that you care to descriptive of 
our international broadcast program service, and state 
whether or not the R. C. A. program transmission service 
is equally available to all radio broadcast stations. 

Mr. Kern: I do not want to object to anything of this 
kind, but I do not think this is very relevant. I hope it 
won’t be a verv long statement on international broadcast- 
ing, because that is not international radio communication 
that we are dealing with here. If it is a short statement, 
I have no objection to it. 

Mr. Wozencraft: The statement would have been shorter 
than Mr. Kern’s statement. 

The Witness: The international broadcast program 
carrying service developed by R. C. A. obviously has only 
a few customers. Its principal customers are the Columbia 
System and the National Broadcasting System. It also 
serves occasionally some of the independent stations such 
as WOR, and I believe the Mutual. It is available to any 
broadcasting system in the United States on equal 

1104 terms and at equal rates. 

Q. Have the executives of the Columbia Broad¬ 
casting System ever made any statements to you as to 
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whether or not they feel that they get as good 
the N. B. C. gets over your system? A. Yes, Mr. 


service as 
Paley and 


his officials have spoken more than once in very favorable 
terms indeed of the treatment they have received in inter¬ 
national program service from R. C. A. Communications, 
Inc. 

Q. Mr. Winterbottom, were additional circuity opened in 
1930 and 1931? A. Yes. 1930 saw many more! direct cir¬ 
cuits opened up, the most important being Chile on Janu¬ 
ary 13th; to Macao from the Philippines March 20th; to 
Panama May 1st; from the Philippines to Spgin October 
27th; to Moscow November 13th, with a rate redaction from 
36 cents to 30 cents per word; to Czechoslovakia December 
1st; to China December 6th, with a rate reduction from 88 
cents to 75 cents per word; and to Santo Domingo on De¬ 
cember 24th. During this year the rate to Puerto Rico was 
reduced from 40 cents to 30 cents per word. 

During 1931, R. C. A. opened a direct circuit between the 
Philippines and Amoy, June 1st. On June 9th & direct cir¬ 
cuit was opened to Manchuria. 

Q. Has R. C. A. been instrumental in reducing its inter¬ 
national telegraph and cable rates paid by the public? A. 
While R. C. A. Communications, Inc., does not claim credit 
for all international rate reductions since 19^0—for in¬ 


stance the last reduction of ten cents p^r word be- 


1105 tween the United States and Japan mhst be cred¬ 
ited to the Japanese Administration—R. C. A. has 
led the procession of American Communication Companies 
in the direction of lower international telegraph rates. 

I have here a table which is only a partial li^t—showing 
cable rates as they stood before the R. C. A. entered the 
field and as they stand today with the saving per word. 
This table tells a most important story, which we believe 
contains a large element of public interest. 


Q. Please read the table and then give it to tjhe reporter 
so that he can copy it into the record in the form in which 
it is tabulated. A. (The witness complies and j the table is 
as follows:) 
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Former 

Present 



Rate 

Rate 

Savings 

Countries 

Per Word 

Per Word 

Per Wor 

Argentina 

$0.50 

$0.42 

$0.08 

Brazil 

.50 

.42 

.08 

‘China: 




Hongkong 

.88 

.73 

.15 

Shanghai 

.88 

.73 

.15 

Curacao 

1.00 

.42 

.58 

Dutch Guiana 

1.00 

.42 

.58 

France 

.25 

.23 

.02 

‘French Indo China 

1.06 

.77 

.29 

Germanv 

.36 

.25 

.11 

Great Britain 

.25 

.20 

.05 

‘Hawaiian Islands 

.25 

.20 

.05 

‘Japan 

1.21 

0.59 

0.62 

1106 Norway 

.35 

.24 

.11 

‘Philippine Islands .72 

.53 

.19 

Poland 

.32 

.25 

.07 

Portugal 

.33 

.30 

.03 

Puerto Rico 

.40 

.30 

.10 

Russia 

.36 

.30 

.06 

Spain 

.33 

.30 

.03 

Turkey in Asia 

.46 

.36 

.10 

Venezuela 

1.00 

.42 

.58 


‘The rates quoted to these countries are from San 
Francisco. To all other countries the rates shown 
are from New York. 


Bv Mr. Wozencraft: 

Q. In 1931, did R. C. A. make any arrangements to in¬ 
crease its coverage withn the United States? A. Yes. Hav¬ 
ing accomplished something worthwhile which should be 
made available to all the people in the United States instead 
of to those located on the seaboards, R. C. A. made a service 
arrangement during 1931 with the Western Union Tele¬ 
graph Company for the distribution of its messages des¬ 
tined to interior cities of the United States, which included 
the recognition of “Via R. C. A.” at all Western Union 
offices and a guaranteed minimum return of traffic, a feature 
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not obtainable in an earlier arrangement with the Postal 
Telegraph Company. 

Q. Does R. C. A. make available, a frequency rheasuring 
service? A. In order to maintain its own stations 

1107 well within the tolerances which modern radio prac¬ 
tice and the Federal Radio Commission required, 

R. C. A. had long since established its own frequency mea¬ 
suring stations in Long Island and California. These fre¬ 
quency measuring laboratories are second to nojne in the 
world and are frequently called upon by other radio admin¬ 
istrations throughout the world for assistance. | Desiring 
to be of more universal use to the radio business ijn general, 
R. C. A. offered its frequency checking service to all broad¬ 
casting and commercial stations in the United 'States at 
nominal charges. It is available to and used by competitive 
stations without restriction. 

Q. During 1932 and 1933, did R. C. A. contiijue its re¬ 
search and development program and its progress in the 
international field? A. Although in 1932 we were in the 
depths of the depression, R. C. A. C. went steadil^ forward; 
no research or development men were laid off, no service 
was diminished, no operators were laid off or placed on part 
time, and only for 11 months were all employees temporarily 
reduced 10 per cent in compensation. New circuits were 
opened to Mexico March 15th; to Switzerland May 11th; 
to Haiti July 1st. Manila opened a new circuit tb Formosa 
on March 1st, and another to Switzerland on March 5th. 

Facsimile service was extended to Berlin Aprijl 18th, and 
to Buenos Aires August 8th. i 

During this year and for the first time, automatic radio 
printer operation was established by R. C. A. engineers be¬ 
tween San Francisco and Honolulu. The date was 

1108 August 29tli, and it has not failed to operajte success¬ 
fully since. In fact, the Army and the Navy have 

sent special experts to observe the operation of this modern 
development for their own use. 

During 1932 R. C. A. demonstrated experimentally the 
possibility of multiplexing its frequencies so thatj three mes¬ 
sages might be transmitted simultaneously over its circuits. 

During 1933 R. C. A. C. carried the first broadcast pro¬ 
grams from Russia and Cuba, and India, and it is interest¬ 
ing to record that during 1933 R. C. A. C. handled for the 
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Columbia Broadcasting System and the N. B. C., 209 for¬ 
eign radio programs from 21 foreign countries. 

Q. Tell us briefly something about the establishment of 
the R. C. A. C. domestic telegraph system? A. R. C. A. C. 
established its first domestic, circuit between New York and 
San Francisco May 15, 1929, as mentioned previously. In¬ 
volved legal proceedings in the short wave case prevented 
further expansion of a domestic service until several years 
later. During 1933 and 1934 new domestic radio stations 
were established at Boston, Washington, Detroit, Chicago, 
Seattle, Los Angeles and New Orleans, and service was also 
extended to Philadelphia and Baltimore. 

Q. Mr. Latimer will testify about our research and de¬ 
velopment program in some detail, but will you not state 
briefly the high lights in that program since 1933 ? A. Since 
1933 R. C. A. C. has gone steadily forward in its re- 
1109 search and development program. Its efforts dur¬ 
ing the past two years have been applied particularly 
to improving first, facsimile transmission. You have all 
seen remarkable pictures in the newspapers recently of 
battlei scenes in Ethiopia, taken on the spot within 24 hours. 
You have heard important voices speaking from Addis 
Ababa. These have all come to you via R. C. A. C. You 
listened weekly for eighteen months to the voice of Admiral 
Richard Byrd, his men and his dogs from Little America. 

These too all came to vou via R. C. A. C. You have listened 

•/ 

to the bells in Bethlehem, in Moscow, Big Ben in London, 
the tango from Buenos Aires, the inaugural ceremonies of 
the new Commonwealth Government in the Philippines, the 
voices from the clipper ships traversing the Pacific, and 
even the voices from 14 miles up into the stratosphere have 
come to you,—although not generally known—through R. 
C. A. Communications, Inc. 

More important contributions to us—interested princi¬ 
pally in communication—have come from our engineers in 
the field of multiplex transmission by radio. With a grow¬ 
ing scarcity in useful frequencies throughout the world, and 
with the United States holding already such a large share, 
it is of the utmost importance that we learn how to use most 
effectively what we have obtained. R. C. A. C. engineers 
have now developed a reliable system whereby one fre¬ 
quency may be effectively used for the carrying of three 
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messages simultaneously. This system is in daily commer¬ 
cial use between New York and San Francisco aijd will be 
extended to other circuits as soon as equipment can 

1110 be manufactured. It is interesting to add that this 
system gives to radio that much needed element of 

secrecy in transmission which the cables have boasted about 
for so long. 

In addition to multiplex transmission, R. C. A. C. en¬ 
gineers have been very busy developing a practical micro 
wave system of radio communication and have almost com¬ 
pleted the only thoroughly engineered job of ultra short 
wave communication over a distance of some 90 iniles, be¬ 
tween New York and Philadelphia with two automatic relay 
stations between. This development is perhaps!the most 
interesting phase of communication, to date. Her£ we have 
a radio circuit with almost unlimited capacity ,r-not be¬ 
tween two points twenty miles apart, hut continued by 
automatic unattended repeater stations to cities 90 miles 
apart, which holds the possibilities of multiplex high speed 
facsimile transmission or many channel telegraph trans¬ 
mission. 

This thumb nail sketch brings us up to date on major de¬ 
velopments. R. C. A. C. men and R. C. A. C. engineers are 
imbued with the spirit of progress and competition with 
cables which still handle 80 per cent of our international 
communications. We are not a monopoly. We afe the new 
and progressive youngster in the communication business 
which has been generously supported by the public and 
which desires to go forward to greater public service not 
handicapped by the crushing forces of a world cable and 
radio combination which has frankly admitted almost zero 
as its contributions to radio research progress ih the past 
hut which equally frankly expresses great hopes for 

1111 the future. 

I have indicated what R. C. A. C. engineers have 
done. Some seven hundred R. C. A. radio research engi¬ 
neers are pushing us ahead. We cannot stop unless our op¬ 
portunity to serve is restricted. We are not interested in 
the slightest in submarine cable problems or the protection 
of cable investments. The world moves on, and while sub¬ 
marine cables still have a great national value and still 
carry the larger share of the world’s communications, R. C. 
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A. C. ’s progress should not be checked as it must inevitably 
be if its revenues are depleted through the duplication of 
its radiotelegraph services by a company controlling a 
world-wide cable system and a far-flung landline telegraph 
system. 

Mr. Winterbottom, you read a list of the various 

1112 countries as to which R. C. A. initiated savings in the 
rate per word as compared with the previous rates 

per word for those countries and showing the savings by 
means of radio telegraph to the radio telegraph using 
public. A. The saving is not limited to the radio telegraph 
using public. The saving applies to users of all means of 
international communication. Careful calculations have 
been made as to the total saving which has been enjoyed by 
the users of both cables and radio between the United States 
and foreign countries, and the calculation came somewhat 
over $100,000,000. Obviously, approximately half of that 
has been saved to the people of this country, the other half 
having been saved by their correspondents in other parts 
of the world. 

Mr. Wozencraft: May it please the Commission, we usu¬ 
ally have a recess at 11.15. We are going now to a 
different phase of the testimony. May I suggest that we 
take our recess now and then after the recess proceed with 
the testimony? 

Commissioner Payne: I see no objection to that. 

(At this point a short recess was taken, after which the 
hearing resumed.) 

Mr. Wozencraft: May it please the Commission, the testi¬ 
mony which Mr. Winterbottom has given concerning the 
origin of R. C. A. has necessarily referred to the patriotic 
motives which prompted the organization of the company. 
The statement was made because the Commission expressed 
interest in the historical background. We had not expected 
to make such a statement until that interest was expressed. 
In view of the fact that the interest was expressed 

1113 and the statement has been made, I would like for 
the Commission clearly to understand that this Com¬ 
pany asks nothing in this hearing or in any other matter 
before the Commission because of the patriotic origin of the 
company. It is basing its contentions here purely on what 
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it believes to be the present and future public interest of 
the United States. We have stated the background, but we 
do want the record to be clear as to the fact that we seek 
nothing because of that background or because pf the cir¬ 
cumstances of the birth of the company. 

At this time I ask to have the reporter mark for identifi¬ 
cation this certified copy from the Department! of Com¬ 
merce, as Respondent’s Exhibit 12. 

(The document referred to was marked “R. C. A. C. Ex¬ 
hibit No. 12, Dockets No. 3336, 3337 and 3338”, fpr identifi¬ 
cation.) 

Mr. Wozencraft: There is only one certified copy of this 
statement from the Department of Commerce -Which has 
been marked R. C. A. C. Exhibit 12 for identification, be¬ 
cause of the fact that the Department of Commerce ad¬ 
vised us that it did not like to make duplicate certified 
copies of the same material. If the exhibit is admitted I 
will ask therefore that the reporter make an extra copy at 
our expense for the purpose of the record. 

By Mr. Wozencraft: 

Q. Mr. Winterbottom, I hand you a document jnarked by 
the reporter for identification as R. C. A. C. Exhibit 12. 
Will you please state the nature of the exhibit and its con¬ 
tents? A. The exhibit includes the certification of 
1114 the Department of Commerce of January 13, 1936, 
covering a true copy of the original records of the 
United States showing the total values of exports and im¬ 
ports of merchandise between the United States and Nor¬ 
way during the years 1926 to 1934 and the ten months end¬ 
ing October, 1935. These figures are quoted in dollar 
values by years, exports to Norway and imports from Nor- 

wav. 

* 

Mr. Wozencraft: The respondent offers Exhibit 12 in 
evidence. 

The Chairman: For what purpose, Mr. Wozepcraft? 

Mr. Wozencraft: To show the trend of business between 
the United States and Norway and its relationship upon the 
trend of international telegraph business. We| will have 
following exhibits showing what we think is a very close 
conformity of the curve of international telegraph busi- 



670 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

ness to the curve of imports and exports between the two 
countries. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 12, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

Bv Mr. Wozencraft: 

* 

Q. Will you please read into the record the exports to 

Norway and the imports from Norway for 1926 and 1934, 

which are the first and the last vears shown? A. The ex- 

%/ 

ports to Norway from the United States in 1926 amounted 
to $24,880,000. The exports to Norway in the year 1934 
from the United States amount to $11,232,000,—less than 
one-half of the exports of the year 1926. 

1115 The imports from Norway into the United States 
in the year 1926 amounted to $25,055,000. Imports 
from Norway in the year 1934 amount to $16,946,000. In 
the intervening years, both in the column of exports and in 
the column of imports, it shows a steadily declining trend. 

Q. That is except during the year 1933, the closing 
months of 1932, and the opening months of 1934? A. There 
is a low point of export to Norway in 1932 and 1933, but in 
general the trend is downward. 

Q. Mr. Winterbottom, have you had prepared a graph 
showing in graph form the story told by the figures intro¬ 
duced as Exhibit 12 ? A. I have. 

Q. I show you the graph marked for identification as 
R. C. A. C. Exhibit 13. Is that the graph? (Indicating.) 
A. It is. 

Q. Does that show in graph form the trend of export and 
import business between the United States and Norway 
for the years 1926 to 1934, inclusive, and for the first sev¬ 
eral months of 1935 ? A. It does. 

Mr. Wozencraft: We offer R. C. A. C. Exhibit 13 in evi¬ 
dence. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 13, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 
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By Mr. Wozencraft: 

1116 Q. Mr. Winterbottom, have you had prepared a 
tabular statement showing the messages and revenue 

from the messages handled by R. C. A. C. over its circuit to 
Norway from the year 1920 to and including the year 1934 
and the first ten months of 1935? A. Yes, I Ijiave. 

Q. Is the table which the reporter has marked R. C. A. C. 
Exhibit 14 such a table? A. Yes. 

Q. Does it show accurately the number of messages han¬ 
dled over the circuit with Norway by R. C. A. C. and the 
revenue derived from those messages by R. C. A. C.? A. 
Yes, it shows actually the statements of messages handled 
both east and west bv R. C. A. between the jUnited States 
and Norway from 1920 to a recent date, and also the cor¬ 
responding operating revenue by the same years. 

Q. What was the high point in the number of messages 
handled? A. The high point in our Norwegian communi¬ 
cation business appears to have been the year 1923, when 
we handled 218,263 radiograms. 

Q. How many messages did we handle in 1934? A. 
115,982. * | 

Mr. Wozencraft: We offer Exhibit No. 14 ih evidence. 
The Chairman: What constitutes a message, Mr. Winter- 
bottom, in this compilation? 

The Witness: A complete message as filed by the sender 
of any classification. 

The Chairman: It will be received. 

(The document referred to wm.s received in evi- 

1117 dence, marked “R. C. A. C. Exhibit No. 14”, Dock¬ 
ets 3336, 3337 and 3338,” and is filed ivith the tran¬ 
script in the possession of the Commission.) 

Bv Mr. Wozencraft: 

* 

Q. Have you had the figures shown in Exhibit 14 also 
shown in a graph and had a graph prepared according to 
those figures? A. Yes, sir. 

Q. I hand you a graph marked by the reporter as R. C. 
A. C. Exhibit 15 for identification. Is that the graph which 
you had prepared showing the trend of the R. C. A. C. Nor¬ 
wegian radio telegraph business? A. Yes. This graph in 
the curve corresponds with the figures on the previous ex¬ 
hibit. 
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Mr. Wozencraft: We offer Exhibit 15 in evidence. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 15, Dockets 3336, 3337 
and 3338, ’ ’ and is filed with the transcript in the possession 
of the Commission.) 

Bv Mr. Wozencraft: 

Q. The responses of Western Union and Commercial 
Cable Companies to the Commission’s questionnaire show 
that the following cable capacity is available for trans¬ 
mission between the United States and Europe: Western 
Union, eastward, 372 words per minute; westward, 372 
words per minute. 

Commercial Cable Company, 322 words per minute in 
both directions; making a total of 644 words per 
1118 minute. That is in paid words. The total capacity 
in five-letter words is 1388. You are familiar with 
the cable systems between the United States and Europe 
in a practical way, are you not? A. Yes, I believe I am. 

Q. Do you agree with the statements of Western Union 
• and Commercial that 75 per cent of this cable capacity is 
available for service between the United States and Nor- 
wav should it be needed? 

Mr. Kimball: Just a minute. Has there been anv test!- 
mony to that effect, that 75 per cent is available for Nor- 

wav traffic? 

•/ 

Mr. Wozencraft: I think that is in the responses. 

Mr. Kern: I very much prefer that the questions be asked 
without the conclusions of the cable witnesses. I am not 
sure that it is an accurate statement. 

Mr. Wozencraft: Very well. 

By Mr. Wozencraft: 

Q. Do you know whether or not as a practical matter there 
is a very great cable capacity between the United States 
and Norway for handling telegraph communications be¬ 
tween the two countries? A. Yes, as a practical matter all 
of the transatlanic cables are available for the transmission 
of cable traffic to Norway, although normally a portion of 
them would hardly be likely to be so used. As the testi- 
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mony alreadv indicates, some of the cables run to the south 
through the Azores, some go to Spain, some go to Italy, 
and only in an emergency would they likely be used 

1119 for communication with Norway. Therefore I be¬ 
lieve that a safe estimate would be that iat least 75 

per cent of the North Atlantic cables of the American car¬ 
riers are at all times available for the handling of tele¬ 
graphic communications to Norway. 

Q. Mr. Winterbottom, I hand you a tabulation marked 
for identification R. C. A. C. Exhibit 16. Thcj tabulation 
is headed “Total word volume of traffic of all jclasses via 
all routes between the United States and Norway, January 
to October, 1935.” The figures stated of business handled 
via R. C. A. C., Western Union, Commercial Cable, Mackav 
and the French Company were taken from thp responses 
of the various companies to the questionnaire sent out by 
this Commission. If they are not correct, correction by 
the representative of any company will be welcomed. We 
believe them to be correct. On the basis of that tabulation 
and using the number of working days, January to October, 
1935, and by “working days” I mean days nqt including 
Sundays and holidays, what was the average number of 
words transmitted daily eastward from the Uxiited States 
to Norway? A. The combined traffic load carried by all of 
the American carriers of Norwegian traffic was only 5,165 
words per day in the eastward direction. 

Q. And how much in the westward ? A. 4090 \i r ords in the 
westward direction per day. 

Q. Are you familiar with the R. C. A. C. radio telegraph 
service between the United States and Norway? A. 

1120 Yes. 

Q. Have you inquired as to what facilities or do 
you know what facilities of the company are available for 
the earrving on of that service? A. I do. 

Q. What is a normal operating speed in words per min¬ 
ute of R. C. A. C. transmitters, in the normal usp in service 
with Norway? A. In another place, I think opr response 
quotes accurate figures of the working speeds j of our cir¬ 
cuits with Norway, but speaking generally, it is a very 
easy matter indeed to average what we speak of as a speed 
of 50 words per minute on our circuit to Norwjay. It can 
be worked very much faster. 
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Q. When you say 50 words per minute, do you mean paid 
words? A. No, I speak in terms of telegraph words com¬ 
monly used in the communication industry, which repre¬ 
sents about 250 letters, which expressed again in terms of 
paid words, averages about 25 paid words per minute. 

Q. At that speed, using only one circuit, how long would 

it take R. C. A. C. on an average dav to transmit to Nor- 

wav the entire volume of traffic now handled by all the car- 

riers from the United States to Norway? A. The entire 

volume of traffic between this countrv and Norwav carried 

•/ * 

by all carriers is so small that it could be handled with 
great comfort by R. C. A. C. on a single circuit to Norway 
in 3Vi* hours in the eastward direction, and simultaneously 
receiving the load from Norway in 3 hours if it could 
1121 be bunched together. 

Mr. Wozencraft: W 7 e offer R. C. A. C. No. 16. It 
has been put in tabular form simply for the convenience of 
the Commission and counsel. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 16, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 

Bv Mr. Wozencraft: 

Q. Mr. W 7 interbottom, have you had prepared a table 
showing the percentage handled by R. C. A. C. Communi¬ 
cations, Inc. of the total message volume between North 
America and Norwav, South America to Norwav, Central 
America to Norwav, and the total for the Americas to 

v 7 

Norway, and the same information in the reverse direc¬ 
tion? A. Yes. 

Mr. W 7 ozencraft: I ask to have this marked as R. C. A. C. 
Exhibit 17 for identification. 

Mr. Kern: Before that is offered in evidence, I would 
like to ask what facts this witness knows, or the people 
who prepared this under his direction know as to what the 
traffic is from South and Central America to Norway. 

Mr. Wozencraft: May the record show that the informa¬ 
tion is taken from the official publication of the Norwegian 
Government. W 7 e have the official publication here. It is 
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in Norwegian. If counsel would like to see it, ^e should be 
delighted to submit it to him. 

1122 Mr. Kern: I would like to see it. 

Mr. Wozencraft: We also have photostatic cbpies of the 
pages here if it is desired to have those placed in the rec¬ 
ord. This is a yearly publication, and this is for the last 
year. We can furnish any previous years that! may be de¬ 
sired, and we will be very glad to put in the record photo¬ 
static copies of pages supporting this tabulation, should 
that be desired. 

Mr. Kern: I don’t know that I want it in the record, but 
I would like to have a copy so that we can have the sup¬ 
porting data. 

Mr. Wozencraft: I will have that in just a minute. Mean¬ 
time, may we go ahead? 

The Chairman: Yes, proceed. 

Bv Mr. Wozencraft: 

Q. You have stated that such a tabulation has been pre¬ 
pared? A. I have. 

Q. I hand you a tabulation which has been marked for 
identification R. C. A. C. Exhibit 17. Is that the tabulation 
to which you refer? A. Yes. These are the figures which 
have been published by the Norwegian Telegraph Admin¬ 
istration and from which we have made our exhibit. 

Mr. Wozencraft: We offer R. C. A. C. Exhibit 17 in evi¬ 
dence. 

Mr. Kern: Mr. Chairman, I have a reservation on that 
at the moment. I would like to know in connection with 
this the circumstances, and whether the witness knows 
whether the Norwegian Administration! does have 

1123 the information on all of this, and whether these are 
calculations or whether they are facts. I have not 

had a chance to study it. I have no objection to having it 
marked for identification subject to examinatioii and cross- 
examination as to the witness’ knowledge, which will tie in 
with the fact of the proof. If it is only offered as evidence 
of what the Norwegian Administration believes! that traffic 
to be, if the R. C. A. C. does not offer it to pro|e facts but 
merely what the Norwegian Administration says they be¬ 
lieve to be the facts, I have no objection. 
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Mr. Wozencraft: It is not offered as within the personal 
knowledge of the witness. It is offered on the basis of the 
official publication of Norway, photostatic copies of the 
pages from such publication, and which I now hand to coun¬ 
sel for the applicant. 

Mr. Kimball: And the books are available from which 
these photostatic copies have been taken. 

The Chairman: Does the official publication give per¬ 
centages or totals from which you derived the percentages? 

Mr. Wozencraft: It gives the totals. We thought that 
the definite figures in plain English in percentage form 
might be of interest to the Commission in its consideration 
of the application. 

The Chairman: The Chair does not understand just what 
the present state of your attitude toward this particular 
offer is, Mr. Kern. 

Mr. Kern: I have no objection to what the Norwegian 
Administration says in their report they believe it 
1124 to be. I do not wish it to be admitted without fur¬ 
ther proof. The fact that the Norwegian Government 
did publish this I have no objection to. If it is limited to 
that, I have no objection. 

The Chairman: The Chair understands that is the pur¬ 
pose of the offer. 

Mr. Wozencraft: That is the purpose of the offer. 

The Chairman: It will be received. 

“R. C. A. C. Exhibit No. 17 received in evidence.” 

Mr. Wozencraft: And I hand to the Commission but do 
not make a part of the record, photostats of the original 
pages of the Norwegian Official Administration containing 
data on which the exhibit was based. 

The Chairman: That is the word count, and vou having 
in your own possession the figures as to the R. C. A. traffic, 
have made the computation? 

Mr. Wozencraft: No. I think all of these figures are pub¬ 
lished in the Norwegian official publication. I do not think 
that any information available to R. C. A. C. has been put 
into this table which does not come directly from the Nor¬ 
wegian official publication. 

Bv Mr. Wozencraft: 

Q. Mr. Winterbottom, have you had prepared a state¬ 
ment showing the proportion of the total revenue from Nor- 
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wegian traffic to the total revenue for all European traffic 
for the period January 1, 1935, to October 31, 1935, based 
upon information contained in the Western Uhion, Com¬ 
mercial Cable and French Cable responses to the ques¬ 
tionnaire sent out by the Commission in this hearing, and 
the information in the possession of R. C. A. Corn- 

1125 munications, Inc. which also has been sthted in the 
response of the R. C. A. Communications, jjic., to the 

questionnaire sent by the Commission. A. Yes, jl have. It 
is made from the responses. 

Q. I hand you a tabulation marked by the reporter for 
identification as R. C. A. C. Exhibit 18. Is thht the pub¬ 
lication to which you referred? A. It is. 

Mr. Wozencraft: We offer Exhibit 18. 

Mr. Kimball: I would like to ask one question. With re¬ 
spect to the figure of dollars, the last figure iij column 1 
preceding the total, does the answer to the questionnaire 
of R. C. A. C. show the total revenue from European traffic 
broken down from the total revenue of R. C. A. C. revenue 
from all traffic? 

Mr. Wozencraft: It does not. 

Mr. Kimball: Then this figure is not taken frj>m the an¬ 
swers to the questionnaire? 

Mr. Wozencraft: The comptroller of the company cor¬ 
rects me. He states that R. C. A. C. did not submit in its 
reply to the Commission’s questionnaire figured as to all 
European business handled by R. C. A. C. It <^id submit 
figures as to the Norwegian business, and the last figure 
showing the total revenue from all European traffic han¬ 
dled by R. C. A. C. and total revenue from Norwegian 
traffic handled by R. C. A. C. The European traffic han¬ 
dled by R. C. A. C. was taken from information }n the pos¬ 
session of the company and on file with the Commission. 

1126 By Mr. Wozencraft: 

Q. Is the figure stated showing the total revenue from all 
European traffic handled by R. C. A. C. correct? A. Yes. 

Mr. Wozencraft: I offer Exhibit 18 in evidence. 

Mr. Kern: I am willing that it be offered subject to cheek. 
I have not had an opportunity to check it yes. 

The Chairman: It will be received subject to any objec¬ 
tion that may be made on the basis of any check njade of the 
exhibits. 
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Mr. Wozencraft: I would be very glad to have a check 
made. We believe the figures to be accurate, and if they 
are not accurate, we would be glad to have the correction 
made. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 18, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the posses¬ 
sion of the Commission.) 

Bv Mr. Wozencraft: 

Q. Mr. Winterbottom, what percentage of the total Euro¬ 
pean business, radio telegraph and cable, does the Norwe¬ 
gian-United States business, radio, telegraph and cable, rep¬ 
resent in percentage? A. A very small percent. 1.65 per 
cent of the total. 

The Chairman: The Mackay radio figures are not in here. 
I take it that will not materially change the percentages? 

Mr. Kern: Not very substantially at the present 
time. 

1127 The Witness: To Norway they would not, no. 

Bv Mr. Wozencraft: 

Q. You stated that the percentage of the Norwegian busi¬ 
ness, meaning, of course, radio, telegraph and cable busi¬ 
ness, is 1.65 of the European business? A. That is correct. 

Q. What percentage of the Western Union North Atlan¬ 
tic cable business is the Western Union cable business to 
and from the United States and Norway? A. .69 of 1 per 
cent. 

Q. And the Commercial Cable Company? A. .55 of 1 
per cent. 

Q. And the French Cable Company? A. .14 of 1 per 
cent. 

Q. And R. C. A. Communications, Inc. ? A. The percent¬ 
age of R. C. A. Communications, Inc. of its Norwegian traf¬ 
fic compared with its entire European traffic is 6.98 per cent 
of its total. 

Q. From that tabulation, does it or does it not appear 
that the matter of Norwegian traffic is one of much, very 
much greater importance to R. C. A. C. than to the other 
three companies? A. Yes, the figures prove that conclu¬ 
sively. It is not a large volume of traffic by any measure. It 
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does represent a fair proportion of onr Europeaii traffic in¬ 
come, almost 7 per cent, but in the total the figures prove 
conclusively that $145,865 worth of telegraph business which 
is the whole of it between this country and Norway, and 
in the reverse direction, is a very small pbrt indeed 

1128 of the much greater volume of European traffic, which 
totals during the same period of time, $8,8^4,802. 

Q. Mr. Winterbottom, are the cable and radio telegraph 
facilities now available between Norway and the United 
States equipped to handle $145,865 worth of business in ten 
months? A. Yes, generously ample indeed. 

Q. How generously? A. That would be quite a calcula¬ 
tion to determine the percentage of surplus contaijned in the 
cable facilities as well as the radio circuits wljich go to 
Europe, which might be handling some Norwegian traffic. 
As my previous answers have indicated, any one pf the car¬ 
riers could carry this entire business between this country 
a d Norway in just a few hours per day on onb channel. 
Whether the channel be radio or cable would make little dif¬ 
ference. 

Q. From the standpoint of handling the traffip, is there 
any need for additional facilities between the United States 
and Norway? A. There is, in my judgment, no Country in 
the world that is as effectively, efficiently and completely 
served by telegraphic facilities between this country and 
itself as is Norway. 

Q. Mr. Winterbottom, have you caused to be prepared a 
table showing the amount of business handled by ft. C. A. C. 
Communications, Inc. from the United States tb Norway 
which has been diverted during the first ten months of 1935? 
A. I have. 

1129 Mr. Wozencraft: I ask to have it marked for iden¬ 
tification. 

| 

(The document referred to was marked “R. C. A. C. Ex¬ 
hibit No. 19, Dockets No. 3336, 3337 and 3338,” fdr identifi¬ 
cation. ) 

| 

By Mr. Wozencraft: 

| 

Q. I hand you a paper marked Exhibit 19 for identifica¬ 
tion by the reporter. Is that the table to which you refer? 
A. That is the table. 
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Q. Does that accurately state the number of times traffic 
has been diverted from the normal R. C. A. C. route by 
R. C. A. C. ? A. It does. 

Q. How many messages? A. I believe my total is 37. 
During- the entire period from January 1st to a recent date 
in October, of the great volume, comparatively speaking, 
of traffic which we have handled to Norway, which I think 
other witnesses have testified amounts to about 60 per cent 
of the total to Norway, we have onlv found it necessarv on 
the dates indicated in this tabulation, and in 37 cases only, 
to transfer from our own direct radio circuit to Norway, to 
some other circuit in order to avoid delay in the transmis¬ 
sion of those 37 messages 

Q. What was the average delay in those 37 diverted mes¬ 
sages? A. The average delay in the 37 during the entire 
period I think of 10 months was worked out and shown to 
be 8 minutes. 

1130 Mr. Wozencraft: I offer R. C. A. C. Exhibit for 
identification 19 in evidence. 

The 1 Chairman: If this were in English, what would it 
show? 

The Witness: I think there should be some further ex¬ 
planation. 

Mr. Kimball: What do the initials P.R. mean ? 

The Witness: The 37 messages which we found it neces¬ 
sary to divert to other routes because of temporary difficul¬ 
ties which are indicated in the fourth colunm, on our direct 
radio circuit, were transferred to other circuits as is indi¬ 
cated in the second column. 

On January 27th two messages destined to Norway were 
sent through, as we call it, P.R., which is our signal for Ger¬ 
many, and the reason in the fourth column is given for the 
transfer, for the diversion. The Norwegian station was 
“SD” or shut down. At that time it was, at that particu¬ 
lar time, impossible to effect direct communication. 

In the next instance, you see G.B. with a 2 behind it, which 
means that on that day, February 17, two messages at 9 
p.m. on that date, were sent to Norway over our British 
radio circuit G.B., representing Great Britain, and the rea¬ 
son for the diversion again was a shut down in Norway. 
The Norwegian station shuts down occasionally for an hour 
or two at the later part of the night. 
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SW on the dates of March 7, April 14, April 26, etc., 
means that two or three messages were diverted! from the 
direct circuit to Norway and sent through SW, which 
1131 is Sweden. And the reason again is the saijne. 

Mr. Kimball: What is ZSU ? 

The Witness: That is another reason. Two messages on 
September 18th, three messages were sent through Holland, 
HL. The reason there is ZSU, which means in the radio 
man’s language, signals unreadable. We were |unable at 
that moment to effect communication with Norway. 

The Chairman: Your signals were unreadable there, or 
theirs to you? 

The Witness: I presume their signals were unreadable to 
us, and we were unable to communicate. The interesting 
point in the entire set-up is that only 37 messages out of a 
large volume covering the period of ten months were not 
sent on direct Norwegian radio circuit, a rather high per¬ 
formance of continuity. 

The Chairman: The exhibit will be admitted. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 19, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 


1132 By Mr. Wozencraft: 

Q. Mr. Winterbottom, during 1934, were any complaints 
received from the public as to the RCAC comm[unications 
service to Norway? A. Oh, yes. I don’t suppose any com¬ 
munications’ service is entirely free from some cbmplaints, 
but in our experience I do not recall a service on which a 
smaller number of complaints has been received than on the 
circuit which operates between United States and Norway. 

During 1934, only 36 complaints were received -(vith refer¬ 
ence to traffic circulating over the Norwegian circuit. An 
analysis of the 36 complaints discloses that 11 of them were 
entirely unfounded, no irregularity of any description hav¬ 
ing occurred in the telegraph service. 

Six resulted from irregularities chargeable tt> the con¬ 
necting lines beyond New York, within the United States; 
leaving 19 due to the handling by RCAC and tbe Norwe¬ 
gian administration. The RCAC was responsible for six 
of these complaints and the Norwegian administration for 
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thirteen, and the reason perhaps why the Norwegian figure 
was higher than ours is the fact that of the thirteen charge¬ 
able to the Norwegian administration, quite a number of 
them are undoubtedly attributable to the operations of the 
Norwegian Government land line system in Norway. 

The total number of messages handled on the RCAC Nor¬ 
wegian circuit during the year 1934 was 115,982. The per¬ 
centage of complaints to the messages was therefore .016 or 
one complaint in each six thousand messages. The percent¬ 
age chargeable to RCAC handling was .005, or one 

1133 complaint to each nineteen thousand messages han¬ 
dled, which I submit is as fine a record as will be 

found in any part of the international communications busi¬ 
ness. 

Q. Mr. Winterbottom, Mr. Latimer will testify for the 
company on engineering matters. Can you state of your 
own knowledge whether RCAC has available and uses long 
wave as well as short wave to Norway in transmitting and 
receiving messages ? A. Yes. In our eastern seaboard sta¬ 
tions, we have five 200 kilowatts Alexanderson alternators 
for use in low frequency. 

Q. Mr. Latimer will go into that; but I just wanted you 
to sav whether vou had, ves or no. A. Yes we have. 

Q. Do you know whether or not there would have been 
many more diversions or many more errors if long wave 
service had not been available? A. There certainly would 
have been many more diversions if we had not had to sup¬ 
port our service the low frequencies offered by the alterna¬ 
tors. 

Q. Mr. Kern indicated an interest in the number of mes¬ 
sages turned over by RCAC to Western Union and Western 
Union to RCAC in connection with the operation of the 
United States-Norway circuit. Have you had prepared fig¬ 
ures showing the number of messages for a normal day 
turned over by RCAC to Western Union and Western Union 

to RCAC Norwav service? A. Yes I have. 

* 

Q. Will you please state what the figures are? 

Mr. Kern: Just a minute. I should like to ask Mr. 

1134 Kimball about that. 

Mr. Kimball: That’s all right. There are no secrets 
in this business. 

Mr. Kern: Very well. 
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The Witness: This report contains an analysis of mes¬ 
sages on an average recent day, to and from tjhe United 
States and Norway, handled by RCAC communications, and 
that portion of its messages that were transferred to the 
Western Union Telegraph Company for delivery iwithin the 
United States beyond the terminals of RCA Communica¬ 
tions Inc. 

The second portion of the statement shows the condition 
in the reverse direction, the number of messages trans¬ 
mitted by RCAC in the same day to Norway, and the mes¬ 
sages picked up by the Western Union Telegraph Com¬ 
pany in its system transferred to RCAC for transmission 
over our direct radio circuits. 

The Chairman: Does that include routed or unjrouted? 

The Witness: It will indicate both. From Norway to the 
United States the total number of messages frokn Norway 
destined to the United States in one average day, 192; of 
which number, RCAC transferred to the Western Union 
Telegraph Company for delivery within the United States, 
39. j 

The conditions prevailing in the reverse direction at the 
same time is as follows: The total number of messages on 
the same day which we transmitted over our direct radio 
circuits to Norway was 170, of which number w L e received 
from the Western Union on the same day, 22 unrlouted mes¬ 
sages destined to Norway, and 3 routed messages destined 
to Norway. The traffic therefore frorji Western 
1135 Union on that day transferred to RCAC totalled 25 
messages destined to Norway. 

These days vary slightly from time to time, but that is a 
recent average. { 

By Mr. Wozencraft: 

I 

Q. Mr. Winterbottom, have you had substantial experi¬ 
ence in meeting and negotiating and conducting business 
with the heads of the telegraph administrations and com¬ 
panies of Europe? A. Yes, I have met quite a number of 
them from time to time. j 

Q. What type of man and with what qualifications is or¬ 
dinarily the head of a telegraph administration or company 
in Europe? A. In the majority of cases below the rank of 
minister, the director general is often found to be a man who 





684 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

lias grown up through his own government’s civil service 
until he occupies the post of Director General or Adminis¬ 
trator. They are usually very high grade men indeed, 
thoroughly qualified in the business which they are admin¬ 
istering, always thinking in terms of what is best for their 
own country and for their own branch of that country’s ac¬ 
tivities, the telegraph service. 

Q. In other words, doing their jobs for their countries 
ably and honorably, as just what would be expected of men 
in their positions? A. Yes. 

Q. And taking those steps which seemed to them in the 
best interests of their countries, their administrations, and 
their service? A. That is correct. 

1136 Q. Can Maekay Radio furnish a faster service to 
Norway than that furnished by RCA? A. They can¬ 
not. 

Q. Can Maekay furnish a more accurate telegraph ser¬ 
vice to Norway than that furnished by RCA? A. In my 
opinion it would be impossible. 

Q. Can Maekay furnish a more reliable telegraph radio 
circuit to Norway than RCA? A. I do not think they can 
furnish as reliable a service as the RCA to Norway. 

Q. Why? A. It cannot be done with short wave. 

Q. Without the addition of long waves ? A. That is right. 

Q. Can Maekay furnish as continuous a radio-telegraph 
service to Norway as does RCAC? A. Our experience has 
proven to us that it cannot be done by short wave alone; if 
the specification is reliability and continuity of service. 

Q. Can Maekay operate a service to Norway any more 
economically than RCAC? A. Not in my opinion. 

Q. Can Maekay develop any new radio-telegraph business 
between the United States and Norway? A. In my judg¬ 
ment, a new circuit to Norway if approved and opened, by 
Mackav Radio, would not of itself increase the total volume 
of communications between the United States and Norway, 
and in the reverse direction, one single message, unless 
Maekay Radio offers a rate reduction. I mean by 

1137 that that the experience of communication companies, 
I think, is uniform, that whenever a rate reduction is 

made by one or more carriers, we do see an increase in the 
volume of communications carried. The charts which I 
have placed in the record this morning show the trend of 
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business between this country and Norway and in the re¬ 
verse direction, and it is wholly upon the quantity of im¬ 
ports and exports that our communication business depends 
in the international field. With this practical condition ex¬ 
isting, where trade between these two countries is not in¬ 
creasing but instead is decreasing rapidly, where RCAC 
traffic, Commercial Cable Company traffic, Western Union 
traffic, is decreasing in syncronization with the decreasing 
volume of our imports and exports, it seems inconceivable 
to me to believe that the opening of another direct parallel 
circuit to Norway is going to influence the total yolume of 
international communication passing between these two 
countries in the slightest degree. 

Q. If Mackay does succeed in establishing a direct radio 
service to Norway and does succeed in securing spme of the 
business in the telegraph field between the two countries, 
where will that business come from? A. There is no mys¬ 
tery about that. The business which the Mackjay circuit 
would obtain would of course be the result of a further divi¬ 
sion of the existing volume of business now handled by the 
four carriers represented. Some of it would comb from the 
Western Union, some of it would necessarily come from the 
Commercial Cable, I think, as the result of its proposed con¬ 
tract arrangements. A very substantial proportion perhaps 
the larger proportion would come from RCAC and 
1138 Mr. Cougnenc might lose a little, too. 

Q. In addition to the loss of revenue which RCAC 
would suffer as a result of the establishment of that service 
by Mackay, are there any other expenses, such is the em¬ 
ployment of solicitors in Norway which would be entailed 
upon RCAC by the establishment of a direct Mackay service 
system? A. Yes, that is interesting too. Up to j this time, 
RCAC has employed no solicitors or canvassers or agents 
either in Norway or any other country in Europe, for that 
matter. The work of traffic production or canvassing or 
propaganda in Norway, we have felt, was a dpty of the 
Norwegian administration as an operating paijtner of a 
joint enterprise. I feel they have done a rather good job, 
but should a parallel Mackay circuit be established between 
the United States and our good friends in Norway, the Nor¬ 
wegian administration, it will become necessary of course 
for RCA to begin to appoint for the first time traffic can- 
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vassers or traffic solicitors in Norway, and I rather think 
our good friends in Norway will cease and desist their own 
efforts, and utilize those activities in some other direction. 

Q. That would be a normal and natural thing for a good 
business man who is head of the Norwegian telegraph ad¬ 
ministration to do, would it not? A. Yes, it is exactly what 
he should do. He would be remiss I think if he did not take 
for the benefit of his own administration, every possible ad¬ 
vantage there is in this game, and that is one. 

Q. So that it is quite possible that Mackay and RCAC 
might find themselves competing in Norway for the 

1139 business of the Norwegian telegraph user? A. I do 
not think there is any doubt about that, because the 

Norwegian administration has agreed to recognize a route 
for the Mackay radio business, a radio route, should this be 
opened. I think our friends in Norway are fair business 
men and would immediately agree to recognize a competi¬ 
tive route via RCA in order that the two companies might 
undertake the work of development and exploitation of 
communication out of Norwav. The RCA route or via indi- 
cator is unknown in Norwav todav, because it is not used 
or printed, and from the date upon which we could have 
parallel radio circuits established, it would become quite 
necessary for me in the protection of what business may be 
left for us, to appoint solicitors in Norway to endeavor to 
counteract the effects of our other American competitors. 

Q. Is “via Cial” know in Norway now? A. Via Cial is 
well-known not onlv in Norwav, but it is well-known all over 
the world and highly respected as is also via WU and for 
Mr. Cougnenc’s benefit, via PQ. 

Q. As and if via Cial, an already established designation 
of routing, should be transferred from Commercial Cable 
to Mackay Radio, would it be necessary for you to endeavor 
immediately and aggressively to establish the designa¬ 
tion of a routing via RCA and bring it to the favorable at¬ 
tention of the telegraph using Norwegian public? A. I 
would have to do that very promptly indeed. 

Q. Have you had to do that in Japan? A. Yes. 

Q. We will come to Japan later, however. 

1140 Q- Is any routing via RCA known anywhere in 
Europe? A. No, not in any country in Europe. 
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Q. You have heard the testimony here as to the percent¬ 
age of the telegraph business between Norway and the 
United States— A. (Interposing) Pardon me, Mr. Wozen- 
craft. Your last question if I may answer a little further. 
You said is it known in Europe? Of course, it is known in 
Europe. 

Q. Is it officially recognized? A. Via RCA is not used 
officially as a routing indicator by any administration in 
Europe to my knowledge. 

Q. You have heard the testimony here as to the percent¬ 
age of the telegraph business between Norway! and the 
United States that may be secured by the new Mackay Nor¬ 
way circuit have you not ? A. Yes I have. It is oiie of their 
exhibits. 

Q. Not only the exhibit, but you have heard Mj\ Stone’s 
and Mr. Goldhammer’s testimony, have you not. A. I have. 

Q. What is your opinion as to the percentage oi' the total 
available telegraph traffic between the United States and 
Norway which could and would be secured by the proposed 
Mackay-Norway circuit if established? A. The proposed 
contract has an automatic provision in it which is very fa¬ 
vorable indeed to the Mackay Radio, and in my opinion it 
would not be very long—I don’t know whether I cain express 
it in terms of a few months, perhaps, certainly! within a 
vear, when the Mackav Radio circuit will attract to itself 
and divide with the rest of us a very much larger 
1141 percentage of the Norwegian traffic than is indicated 
in their response. 

Q. Has the Mackay Radio and Telegraph Company facil¬ 
ities of coverage, pick-up and delivery which are not avail¬ 
able to RCAC ? A. The Mackay Radio Company of course 
has the Postal Telegraph Company and all of its! facilities, 
numbering I think some 3,000 or 3,500 offices in the world. 
RCAC offices in the United States, independent ioffices, do 
not exceed 20 or 22. 

Q. And aside from its own offices, it depends upon the 
return by Western Union of a percentage of the number of 
messages given by RCAC to Western Union for its busi¬ 
ness, does it? A. That is correct. The arrangement be¬ 
tween Western Union and the RCA provides Western Union 
will return to us an assortment of messages in the ratio of 
one eastward for four and a half westward transferred to 
the Western Union. 
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The 1 Chairman: We shall recess now until two o’clock. 
(Whereupon at 12:30 p. m. a recess was taken until 2 p.m. 
of the same day.) 

1142 After Recess. 

The hearing was resumed at 2 o’clock p. m., pursuant to 
the taking of the recess. 


The Chairman: You may proceed, Mr. Wozencraft. 

Whereupon—W. A. Winterbottom, the witness on the 
standi at the time of the taking of the recess, resumed the 
stand and testified further as follows: 

Direct Examination (Continued) 

Bv Mr. Wozencraft: 

Q. Mr. Winterbottom, when we recessed for lunch you 
had been asked to make an estimate based on your experi¬ 
ence as to the percentage of the total radio-telegraph traffic 
between the United States and Norway, which would be se¬ 
cured by the proposed Mackay-Norway circuit if estab¬ 
lished. Will you please give us the figure and your reasons 
for the figure? A. If the proposed Mackay Radio circuit 
is established between the United States and the Govern¬ 
ment of Norwav it seems to me inevitable that it will not be 
very long before the Mackay circuit and the R. C. A. circuit, 
both controlled by the same Administration in Norway, both 
administered by the same officials in the same office, will pro¬ 
duce a situation where the total amount of radio traffic pass¬ 
ing between this country and Norway will be divided ap¬ 
proximately in two parts equally. 

Q. What percentage decrease in the gross revenue of R. C. 
A. C. from the R. C. A. C.-Norway circuit would that 
1143 entail? A. I should estimate that the change that I 
just indicated, which I think is inevitable, would re¬ 
duce our gross income by 45 per cent at least. 

Q. From the R. C. A. C.-Norway circuit? A. Yes. 

Q. Would that decrease in revenue which you have esti¬ 
mated. be in anv wav due to Mackav’s coverage of the do- 
mestic field in the United States? A. The Mackay’s collec¬ 
tion and distribution facilities in the United States forms an 
important factor in this new set-up. 
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The Mackav witnesses have described to us l]iow the Pos- 
tal Telegraph employees work for the Mackav Radio. 

The 3,000 or more offices of the Postal Telegraph Com¬ 
pany naturally will exert themselves in every possible way 
throughout the country to interest present useijs in the new 
Mackav Radio Circuit to Norway. There is of course the 
greatest interest and every reason why that should be so. 

In the case of R. C. A., with its 21 or 22 offices^ its avenues 
of approach to business are rather restricted.] It is true 
that the Western Union telegraph offices of the Icountrv rec¬ 
ognize the sender’s wishes via R. C. A., whenever the sender 
desires to use our service to Norway. But the ijelationships 
there between R. C. A. and Western Union afe obviously 
very different indeed than those which exist j^etween the 
Postal and Mackay. j 

In the case of the Western Union Telegraph Company 
they are competitors of ours, and very keen competi- 
1144 tors indeed, to all parts of Europe, including Nor¬ 
way. Their recognition of the sender’s] wishes via 
R. C. A. at their offices of course is only a passive type of 
acceptance. 

Q. You said that Western Union is the competitor of 
R. C. A. for business to Norway? A. It is one of the com¬ 
petitors of R. C. A. for business to Norway. 

Q. When Western Union turns over to R. C. A. C. a mes¬ 
sage from the United States to Norway does Western Union 
receive any portion of the toll for that message except the 
American landline charge? A. No portion whatever, ex¬ 
cept the landline tolls. 

Q. Mr. Winterbottom, it has been stated by Mr. Stone on 
pages 235-6 and 7 of the record in this hearing that the 
Mackay Company will receive gold francs .52q for traffic 
from Norway destined to zones in the United States beyond 
the first zone. Is this the same amount which R. C. A. C. 
receives for traffic from Norway to similar zones, to the 
same zones? A. No. It is less. 

Q. If Mackav receives less than R. C. A. C. receives from 
Norway for handling business beyond Zone 1 in|the United 
States does it follow that the Norwegian Government re¬ 
ceives more ? A. It must receive more. 

Q. Does it or not follow then that if the Norwegian Gov¬ 
ernment retains a larger portion of the toll on traffic sent 
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via Mackay to points beyond Zone 1 of the United States 
than the retention of the toll on messages sent via 

1145 R. C. A. C. to the same zones that the Norwegian 
Government should and would normally route traffic 

for zones beyond Zone 1 via Mackay? A. Yes. I think 
that will be one of the results of the proposed new traffic 
contract of the Mackay Company with the Norwegian Gov¬ 
ernment. It seems clear from what we have heard in the 
hearing that the Mackay Company has foregone its first 
zone tax when used as a transit tax. That transit tax ap¬ 
pears to have gone into the pool, to be divided between 
themselves and the Norwegian Government. 

The practical effect of that situation, which is different 
from our contract situation, seems to me to make it fairly 
clear that the Norwegian Government would be encouraged, 
because of a greater earning to itself on such traffic, to send 
long haul traffic to the Mackay Radio, thereby benefiting 
not only the Mackay Radio, but clearly the Postal Telegraph 
Company, and sending to R. C. A. as its share of the traffic 
the short haul traffic, or traffic destined to Zone 1. That I 
think must be one effect of that new type of agreement. 

Q. And if that does result what will be the additional 
effect, if any, upon R. C. A. C.’s revenues from the Norway 
circuit? A. Well, if that happens, as I have indicated I 
believe it must, R. C. A. C. would be deprived of a goodly 
portion of its long haul traffic, which it likes to get, destined 
to its own domestic terminals within the United States, such 
as Chicago or San Francisco, or points on the other side 
of the country. 

1146 Q. If the proposed Mackay-Norway circuit is es¬ 
tablished will or will there not be competition between 

R. C. A. C. and Mackay for the business controlled by the 
Norwegian Administration? A. I don’t think there is the 
slightest doubt about that. 

Both Mackay Radio and R. C. A. C. are keen competitors. 
And in this particular case we shall only have one agency to 
deal with, and the ultimate results are not going to be en¬ 
tirely satisfactory to either one, and perhaps later both of 
the American companies. Of that I feel sure. I mean no 
reflection whatever upon the gentlemen who operate the 
distant terminals of these radio circuits. They are working 
in the interest of their own government. They are keen 
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business men. They are trying to make for their own ad¬ 
ministrations the best bargain they know how to niake. And 
I am quite sure if I were in their position I should be doing 
the same thing. 

Q. Will that competition be to the disadvantage of the 
American companies and the advantage of the Norwegian 
Administration? A. I thought I had made that clear. 

It certainly will be to the ultimate disadvantkge of the 
American companies, and later it seems equally qlear to me 
to the great disadvantage of the position of the United 
States in its communication requirements. 

Q. To the public interest in the United Statejs? A. To 
the public interest and to the country in general. 

1147 Q. Mr. Winterbottom, this morning we introduced 
in evidence a graph showing the trend of tljie business 

between the United States and Norway, and another graph 
showing the trend of the business of the R. C. jA.-Norway 
circuit. Both trends were down. Is there any relationship 
between the two trends? A. Yes. That is fundamental to 
the international communication business. Th^se curves 
have always, during the past 50 years, moved up and down 
together. Our business is dependent almost wholly, as I 
have stated before, on the volume, the growth oif decline of 
our international import and export business. 

With a declining trend of commerce between any two 
countries, or between the United States and any bther coun¬ 
try, one can predict with a marvelous degree qf accuracy 
what is going to happen to the international communication 
business between those two points. 

Q. Is there anything in the present business oqtlook to in¬ 
dicate that the trend of business between the Unjited States 
and Norway will in any predictable time in the future again 
be up? A. It is very hard to predict, very hard indeed. 

I have seen the business of Norway and the business of 
the United States, and I have studied their figures for 30 
years. I have seen them as low as they are today. I saw 
them rise to great heights during the period qf the war, 
1914 to 1920. Most of that activity in that peribd between 
Norway and the United States was due to the faqt that Nor¬ 
way was neutral, and had a very large expansion in 

1148 its commercial activities. 
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The curve shows correctly since that time trading be¬ 
tween our country and Norway has been steadily decreasing. 
Whether it is now at its low point is anybody’s guess. 

I see nothing in the immediate picture to be optimistic 
about as far as the business of Norway is concerned. 

I see impending competition, which perhaps will bring an 
entirely new element into our communication picture, result¬ 
ing in a further diminution of that volume, regardless of 
the old barometer which we have been accustomed to using 
in the past of imports and exports. 

An d that new feature or new factor which I speak of of 
course is the air mail competition, which has already made 
such vicious inroads between the United States, Central 
America, the West Indies, and South America in the com¬ 
munication business. We see it coming across the Pacific, 
and plans are being made for it across the Atlantic. Those 
factors do not make me optimistic particularly regarding a 
marked increase in the communication business and the for¬ 
eign import and export business with Norway. 

Q. So your judgment is that the downward trend in the 
communications business between the U. S. and Norway is 
quite likely to continue? A. I see nothing to be hopeful 
about, to reverse the trend. 

Q. Mr. Winterbottom, has there recently been established 
a direct parallel competing Mackay service between the 
United States and Japan? A. Yes. 

1149 Q. Competing with the R. C. A. service established 
with Japan some years ago? A. That is right. 

Q. Will you explain briefly in your own words the Japa- 
nese situation, giving such background as is necessary to an 
intelligent understanding of the present situation? A. Yes, 
with pleasure. 

You have already heard the story of the Commercial Pa¬ 
cific Cable. My story, which I will try to make short, be¬ 
gan just 20 years ago, when the first radio circuit was estab¬ 
lished between the United States and Japan. It was, I think, 
the first important radio circuit that Japan established any¬ 
where. It was a new experience to Japan to operate its own 
long distance or external communications. Previously, she 
had been working short cable from Tokio to the Bonin 
Islands, which formed a very small part indeed of the much 
longer transpacific cable. 
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I remember very well the establishment of the transpacific 
radio circuit, because I had a part in it, and the basis of 
that simple early contract, which lasted for 10 years, was 
that the total rate between Japan and what we called the 
First Zone, or delivery area in San Francisco, whs divided 
equally between the two parties to the contract. 

I would like to record the rate, if somebody can give it 
to me. Was it 96 cents per word? 

Mr. Sandbach: 80 cnts. 

The Witness: I am speaking of the new radio rate that 
was established. 

Mr. Sandbach: 80 cents. 

1150 The Witness: 80 cents. It is not important for 
my illustration but I would like to put it ifi. A rate 

of 80 cents per word was established, which included the 
whole of Japan, and what we termed in this country our 
first zone, which was surrounding San Franciscp, and in¬ 
cluded the Bay cities of Alameda, Berkley, and a number 
of other places. So for several years the calculation was a 
very simple one, and we each took 40 cents apiece. 

Some years later our good friends in Japan I think had 
established other circuits, and had learned about terminal 
and transit taxes, which is a very interesting subject in it¬ 
self. And I remember them notifying me officially that 
they wished to establish in Japan for their owii benefit a 
terminal or transit tax of 35 centimes per wordj, which at 
that time meant the deduction of 7 cents a word out of the 
80 before it was divided. It was perfectly proper to have 
a terminal or transit tax of that character. It was a rather 
high one for the small country of Japan, but I didn’t like to 
see the 7 cents being taken out of the pot befbre it was 
divided. So before agreeing of course I had to make what 
these Administrations always term a counter-prpposal. I 
couldn’t very well ask for so much as that, a 7-cent termi¬ 
nal tax, because it was unknown in the United Skates, but 
a terminal tax of four cents per word was ratheij- common. 
So I countered with the request that I be permitte4 to deduct 
as our portion of the revenue an equivalent First Zone ter¬ 
minal or transit tax of 4 cents per word. And ojir friends 
in Japan agreed. That obviously reduced the total amount 
we were going to divide with each other by 7 plus 4. 

1151 The balance we divided equally. 
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That condition continued throughout the duration of that 
contract, and when the contract was renewed for another 
period of 10 years it was continued again, and was continued 
up to September 1, 1935. 

Is that statement correct? 

Mr. Sandbach: Right. 

The Witness: Which is only two months ago, two or 
three months ago. 

In the meantime, our friends, the Mackay Radio, desired 
to establish a second radio circuit from Japan to the United 
Stated. They had excellent relationships there because of 
their Pacific Cable landing there, and doing business for so 
long, and their contract was established—do you mind fill¬ 
ing in the date for me, Mr. Stone ? 

Mr. Stone: November 15, 1934. 

The Witness: November 15, 1934. 

I had no knowledge of the terms of their agreement, natu¬ 
rally, but the R. C. A. contract, which had been running for 
20 yehrs, was about to expire, I think last July or August. 
And after the Mackay circuit was opened last November I 
received word from Japan, I think in December, that the 
Japanese Administration desired to terminate the present 
contract with R. C. A. C. 

By Mr. Kern: 

Q. You do not mean last November. You mean a year 
ago in November when Mackay did that? A. Yes, I do 
mean a month after the Mackay, a month or thereabouts, 
circuit had been opened. 

1152 Our contract did have a provision requiring six 
months ’ notice by either party to terminate the agree¬ 
ment, and we were given the six months’ notice. 

A few days later we received further word that our 
friends in Japan would be glad to negotiate an entirely new 
contract with us. We had not seen them for some time, and 
we invited them to come to the United States and see us, 
and see our plants, and stations, and see whether or not we 
could produce a new contract that would be satisfactory to 
both parties. But the negotiations were actually carried 
on in Tokyo. 

Before the negotiations had gone very far we were told 
by our friends in Tokyo that the Mackay contract was dif- 
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ferent from our contract, under which they had been work¬ 
ing for so long, inasmuch as the Mackay arrangement did 
not call for a 4 cent transit tax in the first zone of Califor¬ 
nia, and therefore my rate structure was 4 cents higher than 
Mackay’s, and that the first zone terminal tax for the San 
Francisco Bay city area under the Mackay contract was 2 
cents per word, whereas mine had been for so many years 
4 cents a word, and it would therefore be necessary to recon¬ 
cile the two contracts. And that obviously had to be done. 

I think the renewed contract, which we effected about Au¬ 
gust or September, is no doubt on all fours in evmy respect 
with the Mackay Radio contract. But it is equally clear 
that the revenue which we had been enjoying, and which 
we feel that we were always properly entitled to, because 
of the elimination of the 4 cents word transit tax, and the re¬ 
duction of the first zone terminal tax from 4 cent|s to 2 cents 
per word has meant a substantial reduction in the 
1153 income of RCA. 

Q. Was that reduction of income to RCA due to 
the decrease in telegraph rate charged, if there was 
one? A. Before answering that question may I add one 
further factor? I think it is perhaps of interest}. 

After agreeing, as we had to do, to the same terms and 
conditions that prevailed in the Mackay contracf, the Japa¬ 
nese administration made a further suggestion that the time 
had come to reduce the rate between Japan and the United 
States by an amount of 10 cents per word to ibost of the 
country, and I think 8 cents per word to the first zone in 
California. 

The negotiations hung fire for a week or twb more, but 
were finally concluded. 

We were not opposed at all to the 10 cents per word re¬ 
duction. We had established reductions in the pjast between 
the same points. But it was coincident with the writing of 
a new contract. A further stipulation was madb as part of 
the contract that we agree at an early time in the future to 
make a further reduction. 

Q. Now, you have spoken of decreased revenue of RCAC, 
have you not, from the Japanese circuit? A. Aes. There 
are perhaps two elements of a decrease in the revenue of 
RCA Communications on its Japanese contract. 

The first one is attributable entirely to the elimination of 
the 4 cents per word transit tax, and also the reduction of 
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the first zone terminal tax from four cents to two cents per 
word. 

1154 By The Chairman: 

Q. That is a six cent net loss to your revenue without 
any reduction in the rate so far? A. That is right. 

The second element, which I have just indicated, which 
we were glad to make, was a reduction of 10 cents per word 
on the major portion of the business of the United States, 
and 8 cents per word I think for the first Pacific Zone. Those 
two elements together constitute a substantial reduction in 
income. 

Q. How is that reduction divided as between you and the 
Japanese administration? A. You mean the 10 cents re¬ 
duction? 

Q. Yes. A. The reduction was jointly shared, but the 
over-all effect of the reduction, plus the elimination of the 
2 cents and the elimination of the 4 cents can be worked to¬ 
gether in order to determine which of the two partners has 
contributed the most to the reduction, which of course the 
public now* enjoys. 

As to our calculations—we have only been working under 
the new plan for a month or two—the figures indicate that 
RCAC will have contributed approximately 63.5 per cent 
to the reduction, and the Japanese administration will have 
contributed 36.5 per cent to the reduction in the rate. 

Bv Mr. Wozencraft: 

* 

Q. In your judgment does that percentage have anything 

to do with the fact that Mackay and RCAC are now' com- 

* 

peting for the radio-telegraph business from Japan 

1155 to the United States, controlled by the Japanese ad¬ 
ministration? A. I certainlv do. 

Q. Now', in addition to the loss in revenue to which you 
have testified, has there been any other item of expense to 
RCAC resulting from the Mackay-Japan competition, ex¬ 
pense such as for solicitation and advertising in Japan? 
A. Yes. I might say up to three years ago RCAC had no 
resident representative in Japan. It relied entirely upon 
its partner in this joint enterprise, the Japanese adminis¬ 
tration, to make the necessary propaganda and canvassing, 
which it did quite effectively. 
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But about three years ago it was considered desirable, 
inasmuch as we knew our twenty-year contract would soon 
come up for renewal, to send a young man to Japan, who, 
perhaps at the proper time, might continue those negotia¬ 
tions. However, since the establishment of the competing 
Mackay Radio parallel with ours, whereby the Japanese ad¬ 
ministration has agreed to feed both circuits in a proportion 
of traffic, unrouted traffic, comparable with that which they 
are able to bring into Japan, together with suchj routed 
traffic as each of the two companies might be able t<j> secure 
by means of their own efforts in Japan, RCA has found it 
necessary to open commercial offices in Tokyo, Kobe and 
Osaka, in each office establishing canvassers who aije Japa¬ 
nese, and one or two clerks to keep a record of their cus¬ 
tomers and their other solicitation material. That has been 
a very substantial additional expense to RCA Communica¬ 
tions, Inc., since the paralleling of its radio circuit by the 
competitive Mackay Radio circuit. And I rather suspect, 
although perhaps they should say it for themselves, 
1156 that they too have incurred expenses of the same 
general type for the same purpose. 

Q. Is it a fact or not that the establishment of the direct 
Mackay circuit to Japan has decreased the revenue of the 
American communications companies as a whole, thking in¬ 
to consideration the additional commercial expense in 
Japan? A. I believe that would prove to be true.! I think 
the study of the figures wmuld be interesting. Tlijere is of 
course a third competitor working between the United 
States and Japan in the form of the Commercial Pacific 
Cable Company, one of the companies managed b^ the In¬ 
ternational Telephone and Telegraph group. 

It would appear to me that a substantial amouint of the 
traffic which formerly passed across the Commercial Pacific 
Cable to J apan is now diverted to Mackay Radio, because it 
brings back from Japan a proportionate return of Japanese 
traffic destined to the United States, a goodly part! of which 
has come out of the volume formerly handled by RbAC. 

Q. And Mackay and Japan both now have established 
commercial offices in solicitation and have employed solici¬ 
tors in Japan? A. The Commercial Cable Company have 
for many, many years, I don’t know how far bajck, main¬ 
tained an office in Japan. 
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By Mr. Kimball: 

Q. You mean Commercial Pacific? A. I beg your par¬ 
don. The Commercial Pacific Cable Company has main¬ 
tained in Japan a commercial office for many years, at least 
a commercial representative there. 

I have just described what RCAC has found it nec- 

1157 essary to do, and I am quite sure that my friends, the 
Mackay Radio, have done something of the same 

kind. 

Both of us, I might say, have done something relatively 
new as far as radio service is concerned. Both of us have 
found it necessary to secure recognition of our vias in 
Japan via Mackay and also via RCA, and each of us are 
busy urging the use of our particular routes upon the cus¬ 
tomers in Japan, and I have no doubt we are both busy 
delivering blanks with our respective vias impressed upon 
them. 

By Mr. Wozencraft: 

Q. Have there been instances in which RCA Communica¬ 
tions Inc., has had the opportunity to establish direct radio¬ 
telegraph circuits to foreign countries parallel and com¬ 
peting with Mackay circuits? A. Yes. We have had two 
or three opportunities to establish parallel competing cir¬ 
cuits with Mackay Radio. I recall perhaps the first one was 
with Austria. 

I recall another one which came from the Vatican City. 

Q. Have we accepted those opportunities? A. No. We 
politely declined the opportunity when it was offered to us 
stating that already one American company, one American 
radio company was rendering a service to them and in our 
opinion it was not a wise policy for two American radio 
companies to be dividing the business on parallel lines with 
one administration at the distant terminal. 

Q. In pursuance to that policy has RCAC refrained from 
making any attempt to establish direct competing radio¬ 
telegraph service with Denmark, Austria, Hungary, 

1158 or Vatican City? A. Yes;— 

Mr. Wozencraft: (Interposing) Read the question 
over, please, Mr. Reporter. 

(The pending question was thereupon read by the re¬ 
porter.) 
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Mr. Wozencraft: Thank you. I just wanted to be sure to 
get it clear. 

The Witness: (Continuing) Yes. As soon as We learned 
that the Mackay Radio had been the fortunate applicant in 
Denmark, both companies having been very active indeed in 
trying to obtain that contract, we withdrew, and made no 
further efforts to invade that territory. 

The same is true with Austria. 

The same is true with Hungary. 

The same is true with the Vatican City. 

By Mr. Wozencraft: 

Q. Mr. Winterbottom, have there been instance^ in which 
RCAC has altered its contracts with foreign administra¬ 
tions or companies in order to meet threatened Mackay 
competition? A. Oh, yes. We have done that several 
times. 

Q. Is it true in Czecho Slovakia for many yeard RCA has 
operated a direct radio circuit? A. Yes, that is true. 

Q. Has Mackay endeavored to persuade Czecho Slovakia 
to establish a direct parallel radio-telegraph circuit to the 
United States? A. Yes, they have. 

Q. Would that have substantially increased the 
1159 revenue for Czecho Slovakia? A. Yes, it would. 

Q. What was the result? A. The result was an 
arbitration. 

Q. Has Czecho Slovakia at any time suggested a change 
in the RCA contract with Czecho Slovakia as to the division 
of tolls, or anything of the sort? A. Yes. After! losing the 
arbitration they suggested a revision of the bqsis of the 
tolls, which would provide them with a larger sHare of the 
total revenue earned on the radio circuit. 

Q. Now, take Poland. It is true, is it not, thai RCA and 
Poland have for many years operated a radio-telegraph 
service between the United States and Poland? A. Yes sir, 
for quite a long time. 

Q. Has Mackay endeavored to persuade Poland to es¬ 
tablish a direct parallel radio circuit to that which you have 
said exists? A. Yes; Mackay Radio has tried several times. 

Q. Would the suggestions of Mackay resulted in sub¬ 
stantially increasing the revenue of the Polish administra¬ 
tion? 
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Mr. Kern: I think you ought to state what those sugges¬ 
tions tvere and the proof, if any, of them, because I do not 
know how you can give a conclusion without the facts. 

Mr. Wozencraft: The suggestions we would have to prove 
by cross examination. I will be very glad to take Mr. Butt- 
ner on cross examination and develop the facts, if that is 
desired. 

The thing we are trying to show, may it please the 

1160 Commission, is very brief, and this whole portion of 
the testimony will not take five minutes, is the fact 

that not only where competition existed because of direct 
parallel competing radio-telegraph circuits to a foreign 
country was there competition for the business of the coun¬ 
try, but that even where competition does not exist but is 
threatened by Mackay, or where Mackay is endeavoring to 
secure a direct parallel competing radio-telegraph circuit, 
that the situation at once becomes such that RCAC is con¬ 
fronted with the situation either of chancing the establish¬ 
ment of that additional circuit, with the very detrimental 
effects which have been shown, I think, to exist in Japan, 
or else in trying to persuade the foreign administration 
which Mackay is approaching not to establish the circuit 
with Mackay. 

Now, it is not my endeavor at all to try to show what 
offers Mackay has made, nor to make any criticisms of 
those offers, but simply to show that where Mackay has 
been negotiating with a foreign administration that has 
confronted RCAC the necessity of meeting the threatened 
competition. 

In Poland, Mr. Winterbottom’s testimony, if he is per¬ 
mitted to testify, will show as a result of the threatened 
competition and solely because of that, there was a change 
in the division of tolls in the operation of the circuit, defi¬ 
nitely to Poland’s advantage. 

It seems to me that the Commission will be interested in 
the situation, not only where actual competition exists, but 
where competition is threatened. 

Now, that is the whole purpose, and I think perhaps coun¬ 
sel will not wish to insist on his objection in view of 

1161 that statement as to the purpose. 

Mr. Kern: Mr. Chairman, the objection is not ca¬ 
pricious. It was not made to keep any story RCA wanted 
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to tell out of the record. But I do not believe that to have 
them try to tell what the Mackay proposals were, which 
never resulted in a contract, which I do not knowj myself at 
the moment, but which we can find out very quickly, should 
be allowed, and I would say that if they would limit their 
testimony to what they thought was necessary for them to 
do in order to prevent Mackay’s proposal coming in, and 
not testifying what Mackay Radio’s proposals were, we 
would go through this part, and then if they want to bring 
in the others we will investigate them and see whether they 
should be brought in. There is nothing to be ke$t back, but 
I just do not think that someone else should sho\y what our 
proposals are in a case of this kind by hearsay. 

Mr. Wozencraft: We do not intend to. 

Mr. Kern: And I think it much better for ybu to state 
what you thought you should do as to these proposals, rather 
than what the Mackay proposals were to different countries. 

Mr. Wozencraft: We onlv intended to show that there 

* 

were proposals and the result of them. 

Mr. Kern: That is all right. j 

Mr. Wozencraft: Because we do not know wh^t the pro¬ 
posals were, and it is not intended to show what the propo¬ 
sals were. 

Mr. Kern: There is no objection to your stating that the 
Mackay Radio was negotiating and you felt it necessary to 
do certain things. 

Mr. Wozencraft: All right. 

I 

1162 By Mr. Wozencraft : j 

Q. As the result of Mackay’s negotiations with Poland, 
wont you describe in your own words what situation de¬ 
veloped and what happened? A. When I visited Poland I 
was advised of the visits of the Mackay Radio, and the de¬ 
sire of Mackay Radio to establish another circuit with Po¬ 
land, with the Polish administration. Some part of the 
proposals were conveyed to me, good business nken as they 
are, and in some cases, not desiring to go to the expense of 
a duplicate installation perhaps, they frankly asked, What 
can you do to make your proposal more attraqtive to us? 
That is what happened in Poland. 

And we discussed what could be done to avoid ivhat in our 
opinion was an entirely unnecessary duplication of facili- 
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ties. And one leads very quickly indeed to the heart of any 
traffic contract, the centimes that are in it, and now they 
can be divided. 

The result of it was, in short, that the Polish contract 
was changed in its principle of division, so that the Polish 
administration received a larger portion of the total than it 
had before, and RCAC received that much less. 

I have the figures if you wish them, Mr. Wozencraft? 

Q. Well, we have an exhibit that shows the figures for 
several countries. A. I beg your pardon? 

Q. Suppose we leave it for that. A. Of course. 

1163 Mr. Wozencraft: Or would the Commission prefer 
to have them introduced as the country is taken up? 

The Chairman: Develop your own case, Mr. Wozencraft. 

Bv Mr. Wozencraft: 

•0 

Q. Now, Mr. Winterbottom, as to Belgium wont you 
please in your own vrords tell about that situation, and what 
developed there, and what happened there? A. Very much 
the same situation occurred in Belgium. 

I saw the officials of the Belgium Telegraph Administra¬ 
tion on several occasions. I was told that the dav before, 
or a few days before, the officials of the I. T. & T. had been 
visiting also. We seemed to follow each other around pretty 
rapidly. And that the Mackay’s proposals were quite at¬ 
tractive, the Mackay people had a large amount of business 
in America, which they controlled, much more perhaps than 
RCA, and was there not something we could do to again 
avoid this establishment of a second circuit with America. 
The result of that series of conversations was a modifica¬ 
tion of our Belgium contract, which was previously on a 
50-50 basis, to a basis which gave Belgium a larger share 
of the tolls, and RCA a smaller share. 

Q. Did Mr. Briggs have similar negotiations with Holland 
and Switzerland, Mr. Winterbottom? A. Yes, he did. 

Mr. Wozencraft: May it please the Commission, I expect 
to put Mr. Briggs on later to tell briefly the story of those 
situations. 

I have here an exhibit which shows the revenue losses to 
RCAC as a result of these negotiations. These were 

1164 prepared of course under the direction of Mr. Win¬ 
terbottom, as the vice president and general manager, 
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although equally of course he did not prepare them. Would 
it be satisfactory to the Commission to introduce) these ex¬ 
hibits showing the loss now in view of Mr. Winterbottom’s 
statement that there were negotiations and changes in 
Switzerland and Holland in addition to the ones he has de¬ 
scribed in Belgium and Poland, or would the Commission 
prefer to wait until Mr. Briggs is on the stand, although he 
cannot vouch for them as Mr. Winterbottom can? 

(Discussion off the record.) 

The Chairman: You might put it in now. 

By Mr. Wozencraft: 

Q. Before I offer this exhibit, then, Mr. Chairnian, may I 
ask Mr. Winterbottom if you will please give the basis of 
the changes in the Belgium and Polish contracts? A. Our 
contract with the Belgium administration was originally on 
a 50-50 basis. Its basis is now three-quarters and one-quar¬ 
ter. In other words, three-quarters of the tolls accrues to 
the sending station, and one-fourth accrues to the station 
receiving. 

Q. Now, have you stated the change as to the other coun¬ 
try? A. No. I am going through them one at a time. 
Should I do that ? 

Q. Just those two; just the two concerning which you have 
testified about, Belgium and Poland. A. Belgium and 
Poland? 

Q. Mr. Briggs will testify to the otheijs. A. Our 
1165 contract with the Polish administration was on a 50- 

50 basis. After the discussions which I have recited 

( 

the contract was amended to a basis where the sfending sta¬ 
tion keeps all the tolls. 

Mr. Wozencraft: Please mark these for identification as 
RCA Exhibit No. 20 

(The documents referred to were marked, “RCA Exhibit 
No. 20, Dockets Nos. 3336, 3337, 3338,” for identification.) 

(Discussion off the record.) 

By Mr. Wozencraft: 

_ i 

Q. Mr. Winterbottom, I hand you tabulations marked 
by the reporter for identification as RCA Exhibit No. 20. 
This is headed, “RCA Communications, Inc., Summary of 
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ECA Eevenue Losses on European Circuits Due to Changes 
in Divisions of Eadio Tolls.” Were those exhibits pre¬ 
pared under your general direction? A. Yes sir. 

Q. Do the exhibits correctly show the facts? A. I believe 
they do. 

Mr. Wozencraft: I offer ECA Exhibit No. 20. 

The Chairman: Mr. Kern? 

Mr. Kern: Mr. Chairman, the exhibits that are offered 
involve a change of a contractual arrangement, not only 
with respect to Belgium and Poland, that have been testified 
to, but also as to Switzerland and Holland. I understand 
that another witness is going to testify on that, but I think 
that any exhibit offered at this time should be only for iden¬ 
tification until the terms of the contractual arrangement 
have been offered. 

Furthermore, these changes from 50-50 to 75-25, or 
1166 from 50-50 to all of it to the sending station as to the 
tolls are similar to other contracts, and the testimony 
here shows clearly the gold exchange affecting all of these 
countries, and that even the cable companies are doing the 
same thing. 

I have no objection to this exhibit as to what the changes 
of their contracts were, but I do object to any conclusion. 
They can testify as they may see fit, but I do object to this 
being indicated or identified as being due by assumption 
in any way to the activities of Mackay Eadio. I have no 
objection to any evidence they want to submit on that, but 
I object to this if it is done for any purpose other than to 
show what is the effect of the changes in the contracts which 
they themselves made, and if it is only for that purpose, 
if that is all, I have no objection to it. 

I would even withdraw the objection if it is merely in¬ 
tended to hold it for identification, and if it is limited to 
show what is the effect of their contractual changes made in 
the last year or two. 

Mr. Wozencraft: May it please the Commission, Mr. Win- 
terbottom’s testimony as to the reason for the changes 
stands on its own feet. Obviously, the evidence shows the 
effect of the change. The reason for the change has already 
been testified to, and I do not think that the testimony as to 
the reason for the change is in any way involved in the in¬ 
troduction of the exhibit. 
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Mr. Kern: Then if it is merely to prov^ what the 

1167 effect of the change is in the contracts I have no ob¬ 
jection. 

Mr. Wozencraft: It is to prove the effect of the change in 
the contract. And in saying that I do not in any j way with¬ 
draw any of Mr. Winterbottom’s testimony as to why the 
change was made. But that is a matter that I think has 
nothing to do with an objection to the introduction of the 
exhibit. 

Of course, it is our contention, not in connection with the 
introduction of the exhibit, but our contention in connec¬ 
tion with Mr. Winterbottom’s testimony, that thebe changes 
in the contracts were directlv brought about bv threatened 
competition. That I do not think has anything to do with 
the exhibit. I think that is Mr. Winterbottom’s separate 
testimony. 

Mr. Kern: There is no objection from the point 1 of view of 
showing what the effects of the changes of thes<p contracts 
was. 

The Chairman: The Chair understands th&t counsel 
agrees the exhibit means what it says, “Summajrv of R. C. 
A. C. revenue losses on European circuits due to change in 
division of radio tolls.” 

By Mr. Wozencraft: 

I 

Q. Now, the exhibit gives— 

The Chairman: (interposing) It will be admitted. 

Mr. Wozencraft: I thought the Chair had said that. 

(The document referred to was received ifi evidence, 
marked “R. C. A. C. Exhibit No. 20, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

1168 By Mr. Wozencraft: j 

Q. The exhibit shows, does it not, the effect of the change 
in the last Belgium contract from the sender company two- 
thirds to the sender company three-quarters, is jthat right? 
A. That is right. 

Q. It does not show the earlier change from sjender com¬ 
pany one-half to sender company two-thirds, does it? A. 
That is correct. 
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Q. And the earlier change had even a more severe effect 
upon the revenues of R. C. A. than the later change, did it 
not? A. This is for the last seven months’ period. 

Q. Mr. Winterbottom, there has been some difference here 
as to activity by R. C. A. C. in endeavoring to have can¬ 
celed the direct Mackay radio-telegraph service with Spain. 
Have you heard that testimony ? A. I have. 

Q. Did you receive from R. C. A. C-’s correspondent in 
Spain any communication with reference to the establish¬ 
ment of the Mackay Spanish circuit? A. Yes, I did. 

Q. Is this (indicating) a photostat of that communication? 
A. Yes. 

Q. Will you read it into the record, giving the heading, 
date, and so on? A. It is from a Spanish Company named 
“Transradio Espanola, S. A.” It is dated Madrid, 26th 
December, 1933, received in my office on January 
1169 6th, 1934. 

It is addressed to the Radio Corporation of Amer¬ 
ica, New York. 

“Dear Sirs: "We are sending you here enclosed a copy of 
the ‘Orden Ministerial’, authorizing ‘Radiar’ to open the 
direct circuit with New York. 

“We are of the opinion that the authorization is not 
legal, and we are taking every step in order to obtain that 
this authorization be withdrawn. All the other communi¬ 
cation companies direct Spanish, Italcable, Western Union, 
PQ, etc., have joined us in this action, and although the way 
is not easy on account of the political influence of those 
I. T. T. people we think we shall be successful in this enter¬ 
prise. 

“Please let the American Ambassador in this country be 
informed of the interest vou have in the communication es- 
tablished with this company in order that our competitors 
do not get the support of the Embassy. 

“We think that a step in this direction taken by the De¬ 
partment of State would be most effective. 

“Yours verv truly.” 

Q. What action did you take with reference to that letter ? 
A. I endorsed it personally; no action taken, W. A. W., and 
filed it. 
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I 

Q. Was any action taken? A. None whatever, j 

Q. Mr. Winterbottom, there has been some testimony here 
concerning obstructive tactics used by R. C. A. C. in 
1170 blocking Mackay’s establishment of direct tadio-tele- 
graph circuits with additional European Countries. 
Have you heard that testimony? A. Yes, I have heard it. 

Q. I have a letter here bearing the signature—aiphotostat 
of a carbon of a letter—of David Sarnoff, President of 
R. C. A. Communications, Inc., to The Reichspostminister, 
dated September 20, 1932. Is that letter typical of the ar¬ 
guments presented by R. C. A. C. and its representatives to 
foreign administrations as to reasons why a duplicate par¬ 
allel competing radio-telegraph circuit should not be estab¬ 
lished with Mackay and permitted to compete with the ser¬ 
vice already established with R. C. A. C-? A. Yesj sir. That 
is a sample of letters of that type. 

Q. Is this a typical letter? A. That is a typical letter. 

Q. Read it, please. A. It is from the Radio Corporation of 
America. It was written on September 20, 1932^ and it is 
addressed to the Reichspostminister, Leipziger Strasse 15, 
Berlin W 66, Germany. | 

“Sir: ! 

“Our Foreign Representative, Colonel Rebeir, has re¬ 
ported to us regarding his recent conversation with you and 
has informed us of your request for a written statement on 
the matters you discussed. 

“We are glad to comply with the request ahd do so in 
3171 entire confidence that the very close and friendly rela¬ 
tions that have existed for twelve yearjs between 
Telefunken, Transradio, and ourselves, and more recently 
with your Administration, resulting in the development of 
the radio art and of communication between our respective 
countries from what it was in 1920, an adventurous and un¬ 
certain enterprise, to its present stabilized and highly effi¬ 
cient state, will insure for us cordial and sympathetic con¬ 
sideration. 

“We are frankly opposing the efforts of the International 
Telephone and Telegraph Company, and its radio subsid¬ 
iary, the Mackay Radio and Telegraph Company, to break 
down the comprehensive radio system RCA has built up and 
opposing their efforts to induce the Administrations and 
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companies now cooperating with us to work with them and 
to establish with them circuits parallel to our own. 

“Not only are our interests involved but we believe that 
the conditions which dictate concentration of radio commu¬ 
nication in Germany and other countries under a single Ad¬ 
ministration or company have some force in the United 
States, and that it would not be to the ultimate benefit of the 
parties or the public that radio circuits now not nearly used 
to capacity should have their traffic volume further reduced 
by parallel circuits operated at one end by a different or¬ 
ganization. The RCA has been to the United States what 
Transradio was to Germany. 

“In many European and other countries we have long 
term traffic agreements which create the relation of part¬ 
nership or joint adventure between the parties and 
1172 in which they agree to cooperate in every way to se¬ 
cure the remunerative working of their jointly oper¬ 
ated circuits. These agreements the IT&T organizations 
have been systematically endeavoring to break down, but 
without success. 

“It was quite natural at a time when radio communica¬ 
tion required an enormous investment and was a highly 
hazardous undertaking with its future development in 
doubt, that steps should be taken in the form of these agree¬ 
ments to insure as far as possible for the parties thereto a 
guarantee that a sufficient volume of traffic would be avail- 
able to justify a large investment. Now that for the time 
being world trade activities have so greatly diminished it 
is of even greater importance that facilities already pro¬ 
vided should be supported and able to maintain their 
efficiencv. 

“Apart, however, from what has gone before and any 
sentimental claim our relations may have established, we 
are strongly of the belief that the further growth and de¬ 
velopment of radio communication between our respective 
countries, with its beneficial effects on their business and 
social achievements, will be best fostered and attained by 
the maintenance of existing relationships rather than by in¬ 
creasing the number of agencies through which service is 
rendered with the consequent attenuation of traffic volume 
and relatively decreased importance of the present agency 
or any one of them. Such a change would, we firmly be- 
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lieve, be detrimental to future progress ajnd tliere- 

1173 fore although our contentions may be Sijid to be 
prompted by self interest we do not hesitate to put 

them forward as entirely consistent with regard for public 
welfare and national interests. 

“The Mackay Radio Company is a comparatively recent 
entrant into the field of radio communications, it is a sub¬ 
sidiary of the International Telephone and Telegraph Com¬ 
pany whose primary interest is in telephone (chieily outside 
the United States), telegraph, and cable services] 

At hearings before the Committee on Interstate Com¬ 
merce of the United States Senate held in January, 1930, 
Mr. Ellery Stone, now a Vice President of the Mabkav Com¬ 
pany, testified with regard to Colonel Behn, President of 
the I. T. & T.— 

‘ ‘ Colonel Behn has testified that radio is not a Competitor 
to the cables, but I submit that Colonel Behn’s operating ex¬ 
perience has been solely in the cable and wire fieljds. Obvi¬ 
ously, he is prejudiced against radio as an effectiv^ and com¬ 
petitive means of communication, and I predict that, with 
radio communication of this country monopolized under his 
control, the development of radio will be greatly^ retarded. 

“It will be apparent to you that with your Administration 
in control of all messages, radio and cable, goipg both in 
and out of Germany the Mackay Company cannot make any 
addition to the total volume of telegrams exchanged. It 
cannot be the intention of the I. T. & T. that their 

1174 cables should suffer from the activities of Mackay 
Radio. If they did suffer it would also ifivolve loss 

to your connecting cables. They hope rather to Stake away 
from the R. C. A. Communications a substantial jjiart of the 
business of people who prefer radio transmission and also 
to attack the Western Union cable business in whijch you too 
have an interest. Instructions issued by the Pbstal Tele¬ 
graph Company (the land line subsidiary of I. t 1 . & T.) to 
its employes in tbe field shortly after we had effected our 
working arrangement with the Western Union in Septem¬ 
ber, 1931, concluded with this statement ‘customers should 
be shown the new picture which is Western Union and RCA 
versus Postal and Mackay which should result in pur receiv¬ 
ing not less than fifty percent of the file.’ 
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“With Mackay Radio as one of your correspondents you 
would then be in the position of either having to provide 
additional equipment to work with them, and of continu¬ 
ously covering duplicate channels although those now in 
use are far from being fully occupied, or it would be neces¬ 
sary to break off from time to time your communication 
with us in order to operate with the Mackay station. The 
latter course would involve hardship for us in that we should 
be unable to abandon our watch on your transmission or 
put our equipment or employes to other uses; but, more im¬ 
portant, it would be disastrous to smooth and continuous 
service. It would mean that there would be periods dur¬ 
ing which messages could not be promptly sent to us or 
Mackay, or by us to you. Admitting the possibility 
1175 that with both RCA and Mackay circuits in opera¬ 
tion, the combined radio traffic might be equal to or 
even somewhat greater than the present volume the increase 
if any would fail to compensate you for the additional in¬ 
vestment in installations and the operating costs of the 
extra channels. A competitive service no matter how in¬ 
ferior will always, for one reason or another, obtain some 
of the available business and the loss to us might very read¬ 
ily place our German circuits in the unremunerative class. 

“We have already indicated our belief that the maximum 
results in radio communication progress will be obtained 
through continuance by your Administration of the agree¬ 
ments we had with Transradio, and that perpetuation of the 
agreements is therefore thoroughly justified as a matter of 
public policy. We moreover consider that the people of 
Germany and the United States under these conditions en¬ 
joy the most advantageous arrangements that can be made. 
The Western Union Telegraph Company which cooperates 
with us for landline collection and distribution service in the 
United States has 24,298 telegraph offices in the United 
States. It serves not only every city and community of any 
importance, but thousands of other points and in fact its 
network is so comprehensive as to be practically univer¬ 
sal.’’ 

Mr. Kimball: Thank you. 

The Witness: “The Postal Telegraph Company has less 
than 3,000 offices, duplicating service at almost the same 
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number of Western Union points. It is true that |;he Postal 
Company advertises its ability to reach scjme 70,000 
1176 places, but as the same telephone facilities are avail¬ 
able to all of us the statement has no significance. 
Telephonic delivery is not acceptable in many instances. 
The Western Union is in a position to make physical deliv¬ 
ery of telegrams at all of the points at which it tas offices. 
Its facilities in this respect could not very well be rivalled 
or surpassed.” 

Mr. Kimball: No objection to that. 

The Witness: “As indicating the relative position of the 
two companies it may be noted that approximately 78% of 
the inland telegraph business of the United StatCs is trans¬ 
mitted by the Western Union and 22% by the Po;stal. 

“It will be clear from the above that our connections 
offer the most ample facilities for transmission Ihroughout 
the country without resort to a Mackay route, but, in the 
rare event that a sender in Germany might wish to use the 
Postal landlines for his messages we have pneumatic tube 
connections to that company at New York and transfer mes¬ 
sages to them for transit to destination if the sender desig¬ 
nates that via. With even that contingency provided for, 
any possible need for establishing a parallel radio circuit 
from Berlin to New York seems to disappear. 

‘ ‘ It may be that you would attach no great importance to 
differences in technical and operating qualities and experi¬ 
ence that might exist between circuits operated by ourselves 
and the Mackay Badio, but the users of telegraph services 


are much more apt to make a distinction between the kinds 
of service rendered by cable and radio respectively than 
they are to distinguish between two radio services 
1177 running side by side. Any inferiority on ^he part of 
either one of these services would discredit radio 
generally and have an unsatisfactory effect on the business 
of the other. It is reasonable to assume that we have gained 
much by our twelve years of intensive effort exclusively in 
the radio field during which period we have progressed from 
one circuit to 55 circuits, and to direct communication from 
the United States to 40 different countries. In that time a 
vast amount of technical knowledge, operating ability and 
a large and highly trained personnel have beep acquired, 
and a great many invaluable patent rights accumulated. 
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“The Maekav Radio has at present only two traffic agree¬ 
ments with European countries. It is operating a circuit 
with Austria, which country we declined to enter on a com- 
petitive basis with Maekav, and that circuit is limited to 
night lettergrams.” 

This statement I think was true at the time the letter 
was written. 

By Mr. Kern: 

Q. This is not being offered as to the facts stated in the 
letter, but merely to show the type of argument you used? 
A. That is right. 

Q. Therefore, the comment as to the truth or untruth of 
the statements might be reserved. A. All right. 

“Its other circuit is operated under an agreement with 
Hungary and was very recently opened. In Switzerland, 
where we were also unwilling to share the field with 
1178 Maekav Radio, and it became a question for the 
Swiss Administration to decide which company could 
offer superior facilities, the Swiss Company, on April 9th of 
this year made an arrangement with R. C. A. Communica¬ 
tions, Inc. under which we are now operating. 

“Our relations with the American Telephone and Tele¬ 
graph Company, the General Electric Company, the West- 
inghouse Company and the important radio companies of 
Europe are such as to guarantee that the results of their 
explorations together with our own extensive research work 
will keep us in the forefront of radio development. 

“These are the facts we ask you to consider when mak¬ 
ing decision on the application of the Mackay Radio Com¬ 
pany. We venture to hope you will agree with us in our 
sincere opinion that no more advantageous arrangement 
than that which has existed for the past twelve years can 
be made and that the introduction of another competitor 
duplicating facilities inferior in resources and disturbing 
to our relations with you would have no beneficial results. 

Sincerely yours.” 

By Mr. Wozeneraft: 

Q. Mr. Winterbottom, were the facts stated in that letter 
true at the time they were stated? A. To the best of my 
knowledge and belief they were. 





FEDERAL COMMUNICATIONS COMMISSION, ET AU 713 

( 

I 

Mr. Wozencraft: That is all. I beg your pardon, j I do not 
mean that is all. I mean did you want to take k recess? 

The Chairman: We shall recess for 10 minute^. 

(WUereupon a short recess was taken, after which the 
hearing was resumed as follows:) 

Commissioner Payne: All right, Mr. Wozencraft. 

1179 By Mr. Wozencraft: ! 

Q. Mr. Winterbottom, the letter that you have just read 
is typical of the arguments we are using today, 'is it? A. 
Yes. The arguments which were contained in that letter 
have been used by us on numerous occasions, bbth before 
that particular date, which I think was 1932, and since that 
time. j 

Q. Of course, the facts change from time to time? A. The 
facts change from time to time and some of the rc|ore recent 
letters no doubt are not quite as long as that and do not con¬ 
tain all of the arguments that we used then. 

Q. That letter stated the facts at that time ? A. That was 
the intention of the letter. j 

Q. Some of those facts may have changed since then and 
some of them may not is that right ? A. I would jnot be sur- 
pirsed if some of them have changed since that tjime. 

Q. The applicant put in the record, or we did it at the ap¬ 
plicant’s request, I have forgotten which, a contract which 
we had with Prance under which we were obligated to pay 
to France $30,000 per year for the purchase of a station. 
Will you describe briefly that situation? A. Yejs. Shortly 
after the war had ended a very important transatlantic 
transmitting station was available to us for purchase lo¬ 
cated not far from Atlantic City, at a jalace called 

1180 Tuckerton, New Jersey. This high power trans¬ 
oceanic station occupied a large area of land, build¬ 
ings, machinery, and a high frequency generator, an an¬ 
tenna structure which at that time, and until rather recently, 
was the highest steel structure in the United States, con¬ 
siderably over 900 feet high. The ownership of that Tuck¬ 
erton station was in the hands of a French comjpany known 
as Companie G-enerale de Telegraphie San Fils, abbreviated, 
T. S. F., I think. My recollection is that either during the 
war or immediately thereafter our law was chajnged in this 
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country, which would prohibit aliens owning transoceanic 
radio stations. However, whether that be the case or not, 
at that time the station was offered to us for purchase by 
the Companie T. S. F. 

There were other features to the contract, but, as I recall 
it, the price established, after a careful appraisal by Ameri¬ 
can engineers, was, in round figures, $400,000, which, at that 
time, did not seem to be a high price for such a valuable 
piece of property, that had considerable potential value in 
the establishment of a new transatlantic radio telegraph 
service. The conditions of the purchase price, as I recall 
it, at the desire of the French company, they were to be paid 
$200,000 in cash and $200,000, approximately, over a series 
of years at the rate of $30,000 per annum. Those annual 
installments have been paid regularly, to my own knowl¬ 
edge. 

Q. Those installments were to be discontinued, were they 
not, in the event the French company established a direct 
competing circuit with R. C. A.’s circuit? Was there 
1181 some arrangement as to that ? A. Yes, there was some 
such arrangement as that in the bargain which was 
later modified, as I recall it, to permit-a competitive han¬ 
dling of press traffic between the United States and France. 
That must be so, because press wireless has long since es¬ 
tablished an excellent press news service between the United 
States and Paris. 

Q. And this was the origin of the $30,000 payment per 
year referred to in the Mackav offer, the payment of $30,000 
a year to T. S. F. in France for the establishment of its 
direct message service, is that right? A. Yes, I think that 
is all there is to it. 

Q. The Postal-R. C. A. contract has been put in the record 
by the applicant. Have you caused to be prepared a state¬ 
ment, both in tabular and in draft form, as to the messages 
destined to foreign points received from Postal during the 
life of that contract, and messages turned over by R. C. A. 
C. to Postal during the life of that contract? A. Yes. 

Mr. Wozencraft: I ask that there be marked for identifi¬ 
cation R. C. A. C.’s Exhibit No. 21, the tabular statement, 
and as R. C. A. C.’s Exhibit No. 22 the graph. 

(The documents referred to were marked “R. C. A. C. 
Exhibits 21 and 22, respectively, Dockets 3336, 3337 and 
3338,” for identification.) 
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By Mr. Wozencraft: 

Q. I hand you, Mr. Wmterbottom, the table which the re¬ 
porter has marked for identification as R. C. A. C. Exhibit 
No. 21. Does that table correctly show the interna- 

1182 tional telegraph messages received by R. C. A. from 

Postal and transferred bv R. C. A. to Postal for the 

* 

period covered hv the tabulation! 

Mr. Kern: Mr. Chairman, before the answer is given, I 
would like to state I have no objection to this information, 
but I asked the other dav for similar information about the 
Wester Union-R. C. A. contract. I think if this is put in the 
other information ought to go in. They are substantially 
along the same lines, as to the number of messages. 

Mr. Kimball: Is that not what you asked Mrj. Mills the 
other day? 

Mr. Kern: I talked it over with the R. C. A. C- counsel. 
You were not here. 

Mr. Wozencraft: May I suggest to the Chair that there 
is an entirely different situation in dissecting a dead horse 
and operating on a live one. The Postal-R. C. A- contract 
has run its course. The record has been written. The infor¬ 
mation contained in these exhibits has no possible effect on 
the present competitive situation. The R. C. A--Western 
Union contracts are still in full force and effect.! The busi¬ 
ness turned over to R. C. A. by Western Union, and the 

business turned over bv Western Union to R. C. A. are 

* 

matters of vital importance to both companies, certainly to 
R. C. A., and information as to them is of a highly confiden¬ 
tial character and of competitive importance. For that 
reason I suggest that there is no possible connection be¬ 
tween giving the historical background as to the old con¬ 
tract with Postal and the statement of the reasons 

1183 that led up to the Western Union contract and giving 
the present exchange of traffic between Western 

Union and R. C. A. under an existing active contract. 

Mr. Kimball: I understand Mr. Kern is not going to 
insist upon this material from Western Union and R. C. A., 
in the light of what Mr. Wozencraft has said, but I do want 
the record to show I was mistaken when I referred to in¬ 
formation which Mr. Mills yesterday said he would furnish, 
what I said he would furnish yesterday. What he said he 


i 

■ 

! 
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would furnish yesterday is a statement of Western Union’s 
business in one year from the years 1919 down to date. 

Mr. Kern: As I stated yesterday, I did not want to insist 
upon this in the absence of Mr. Kimball, I did not want to 
insist on anything that was competitive information, that 
could in any way be detrimental. I agree that there is not 
the same interest in a contract that has expired that there 
is in one which is presently running, but at the same time, 
when you bring up a situation of this kind where there was 
not a contractual obligation to return any number of mes¬ 
sages, that is an entirely different situation in one respect 
from the number of routed messages by customers in Postal 
offices to go via R. C. A. This table, unexplained, gives an 
entirely erroneous impression unless we know the number 
of routed messages. You cannot compare the result under 
one with the results under the other. Now, would it give 
any competitive information if you gave the number of 
routed messages that are turned over? 

Mr. Wozencraft: Yes, sir. 

Mr. Kern: That would give information that you 
1184 do not desire to give? 

Mr. Wozencraft: Yes, sir. May I suggest that 
counsel’s statement goes to the weight of the evidence and 
not to the admissibility of the evidence? 

Mr. Kern: I think it goes to a question of bringing up 
something here without a comparative statement which is 
detrimental from the point of view of our traffic, it is not 
a question, in my opinion, from the point of view of con¬ 
fidential information. 

Mr. Wozencraft: If we had the figures as to the mes¬ 
sages turned over to Western Union and received from 
Western Union from 1922 to 1930, inclusive, I do not think 
we would particularly object to putting that in. 

The Witness: They have been destroyed. 

Mr. Wozencraft: They have been destroyed. 

The Witness: Long ago. 

The Chairman: Well, the Chair is not a veterinary, so 
he is willing to admit this. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 21, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 
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Mr. Wozencraft: Now, I offer R. C. A. C. Exhibit No. 
22 . 

Bv Mr. Wozencraft: 

* 

Q. Mr. Winterbottom, this R. C. A. C. Exhibit Eo. 22, does 
it show, in graph form, the same information which is stated 
in tabular form in Exhibit 21? A. It doesi 

I 

1185 Q. Will you state, please, the numer of messages 
turned over by Postal to R. C. A. and by R. C. A. to 

Postal in 1923 and in 1926, and in 1930, respectively? 

The Chairman: Why not let the figures speak* for them¬ 
selves, Mr. Wozencraft? j 

Mr. Wozencraft: All right. j 

Mr. Kimball: Did the Chair admit the last exhibit? 

The Chairman: I do not think it has been offered. 

Mr. Wozencraft: I offer R. C. A. C. Exhibit No. 22 
then. 

The Chairman: It will be admitted. 

j 

(The document referred to was received ifi evidence, 
marked “R. C. A. C. Exhibit No. 22, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

I 

Mr. Kern: Which is 21 and which is 22? 

Mr. Wozencraft: Twenty-one is the typewritten copy. 

Bv Mr. Wozencraft: 

* 

Q. Mr. Winterbottom, does Postal transfer routed mes¬ 
sages to R. C. A. at the present time? A. Yes. Pbstal trans¬ 
fers some routed messages to R. C. A. at the present time, as 
it has. The Postal’s messages are routed for— 

Q. (Interrupting) All-America? A. All-America Cable 
Company. 

Q. Commercial Cable ? A. And I believe the (commercial 
Cable Company too. 

Q. Does R. C. A. transfer routed messages to Postal, to 
All-America Cable Company and Commercial Cable Com¬ 
pany? A. Yes, sir, as it always has. Those specially 

1186 routed bv the sender are transferred to those com- 

. ! 
pames. 
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1187 By Mr. Wozencraft: 

Q. State, Mr. Winterbottom, whether or not R. C. A. C. 
is ready at any time to accept from the Postal Telegraph 
Company and its associated companies messages for 

1188 Norway and other points in Europe routed via R. C. 
A.? A. Yes, R. C. A. would be very glad indeed to 

accept more traffic from the Postal Telegraph Company and 
its sister companies to any part of Europe. 

Q. Does R. C. A. and will R. C. A. give those messages ex¬ 
actly the same character of handling and service which it 
gives messages developed by is own solicitors and turned 
over to it by Western Union? A. It certainly does, and 
will. 

Q. And it stands ready to continue so to do ? A. Always. 
Q. I hand you, Mr. Winterbottom, a booklet headed, 
“Postal Telegraph Cable System, Bureau of Tariffs, Rates 
and Contracts, General Tariff Circular No. 8, effective Octo¬ 
ber 1, 1933,” and invite your attention to page 114 thereof 
and to a paragraph headed “Wireless Messages and Radio¬ 
grams,” and the subheading, “Radiograms via R. C. A.” 
Mr. Kern: Is that the existing tariffs on file? 

Mr. Wozencraft: Yes, I think so. 

By Mr. Wozencraft: 

Q. Will you please read from the booklet the paragraph 
which I have designated? A. (Reading) “Radiograms via 
R. C. A.” The print is very small. “Postal Telegraph of¬ 
fices are no longer authorized to accept messages via R. C. 
A. unless the sender insists on R. C. A. routings and efforts 
to convert the customer to our own services have failed. 
Messages will then be honored for handling and transfer as 
in the past, and the rates quoted by way of our own 

1189 routes will be applied. ” 

Q. Is that the current Postal tariff, Mr. Winter- 
bottom? A. There is another sentence there which I believe 
vou wish read. 

Q. I want the whole paragraph read. A. I beg your par¬ 
don. I will continue. “Services which are not available 
via any of our own routes will not be recognized at Postal 
Telegraph offices in the movement of business via R. C. A. ” 
That is the whole of it. 
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Q. Is that a change from the provision covering the same 
matter in earlier tariff books of Postal? A. Ye$. 

Q. I hand you a former Postal tariff book and ask you 
to read the similar provision in that hook. 

The Chairman: What is the date of that? j 

The Witness: I think it is endorsed 1929. 

Mr. Wozencraft: I will state as a matter of information 
and belief that it was issued in 1928. It was not dated. 

The Witness: It is merely the tariff sheet dealing with 
the same subject. (Reading) “Transatlantic messages for 
transmission via the Radio Corporation of America’s route 
must be specifically marked by the sender ‘via R. C. A.,’ 
otherwise they will transit via the normal route indicated 
in the cable section of this book.” 

By Mr. Wozencraft: 

Q. What is the practical operating difference between 
those two provisions? A. The practical operating 
1190 difference, as I would translate those ihstructions, 
in the first place, in the period of 1928 or! 1929, when 
this document was issued, the recognition of ^‘via R. C. 
A.” at Postal offices at least was freely admitted. I would 
read the revised instructions as indicating rather definitely 
that Postal accepting clerks had to use every reasonable 
means at their disposal to disuade the customer from using 
“via R. C. A.” ! 

Q. Mr. Winterbottom, there have been introduced into the 
record contracts between R. C. A. and Western Union: Are 
you familiar with the circumstances surrounding the exe¬ 
cution of those contracts? A. Yes. ; 

I 

Q. Will you state briefly the circumstances surrounding 
the execution of the contracts for handling business across 
the Atlantic? A. Yes. The first contract which'we had for 

I 

the terminal handling of traffic within the United States be¬ 
yond the seaboard cities was the one which h^s been re¬ 
ferred to earlier in the hearing with the Postal Telegraph 
Company, placed in the record I think by the Uostal Tele¬ 
graph Company. During the period of that contract all of 
our messages for internal delivery within the United States 
were transferred to the Postal. It is quite trute there was 
no obligation in the contract for a definite percentage re¬ 
turn, and when the contract expired, I think after five 
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years, the practice of continuing to transfer to the Postal 
Telegraph Company continued for some time longer. How¬ 
ever, the return flow of traffic from the Postal had 

1191 always been, in my opinion, unsatisfactory and grew 
steadily worse. I desired, if possible, to make a more 

favorable arrangement for my company, and as I recall it, 
I had about 1,000 telegrams per day, sometimes 1,200 tele¬ 
grams per day for disposal to either the Western Union or 
the Postal Telegraph Company, for delivery within the 
United States. Mv companv obviouslv was bv far the 
largest and most important telegraph customer in the 
United States at that time. When traffic has been brought 
into the United States it is already here, and both companies 
are very happy indeed to take it as far as they can and de¬ 
liver iti I, therefore, began to divide the traffic between 
the two companies, hoping to arouse some interest. It came 
to a point where 50 per cent of the business was being 
given to the Postal Telegraph Company and 50 per cent of 
it was being given to the Western Union. 

At that point Mr. Williver said, ‘ ‘ This looks very good to 
us. Have you got any more of it?” From that point on 
negotiations went forward until we agreed upon the con¬ 
tract, which is quite simple, which provides for our trans¬ 
ferring to the Western Union, unless otherwise routed by 
the sender, all the incoming messages from Europe and 
South America and the West Indies, destined to cities in the 
United States where R. C. A. itself is unable to do its own 
job. There is no limitation upon R. C. A. about expanding 
its own services within the United States. It is free to open 
new offices anytime it is able to do so, but the basis of the 
contract was, first of all, a wide-open recognition at all of 
the Western Union offices of the “via R. C. A.” 

1192 route, in the event senders wished to make use of our 
service, and in any event a proportionate return of 

reply traffic, without which one can never live long, in the 
ratio of one for four and one-half, or two for nine. That 
contract continued and has been modified in some minor de¬ 
gree, but of no great importance. 

For a short time, I think for a year or more, we had 
another arrangement, made about the same time, which pro¬ 
vided that 12 of our offices would write “Western Union” 
on our windows, and 12 comparable offices of the Western 
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Union would write “R. C. A. Communication^ ” on their 
■windows. It was supposed to be a joint office arrangement, 
but that was a failure and I think that has been discontinued 

I 

in one of the modifications, although the signs still stick on 
the windows. 

Q. The only reason they stick on the window^ is because 


it is too much trouble to get them off? A. Yes. They were 
expensive signs to put on. They do no harm, ajnd it would 


be expensive to take them off. 

Q. Did either of the contracts to which vpu have re¬ 
ferred in any way lessen Western Union’s competition with 
R. C. A. for traffic to Europe or South America? A. Not 
in the slightest. Western Union has continued to solicit 
actively against us for cable traffic to all the points we go 
to. It has not resulted in the slightest diminution of their 
own efforts to take business away from us. 

Q. In its appearance Mackay alleges, in effect, that there 
is a combination of the communications facilities of 
1193 Western Union and R. C. A. C. which exists pursuant 
to contractual arrangements between R. 0. A. C. and 
Western Union. Is there any contractual relationship or 
secret understanding, or anything else, which has not been 
already been put in this record? A. There is npt. You are 
speaking, I take it, of European-South American traffic? 

Q. The Pacific contract is also in this record? A. The 
answer is, as I first made it then, that there is pnot. 

Mr. Kern: I ask the record to note that we do not take 
the same interpretation of the appearance as they do. 

Mr. Wozencraft: Thank you. Perhaps I misunderstood 
what you intended. I thought the inference was rather 
clear. 

Mr. Kern: I think the document speaks for itself. 

The Chairman: I believe that the Marine contract is not 
in the record. You might want to qualify vouf answer. 

Mr. Wozencraft: That has nothing to do with R. C. A. 
Communications. 

Mr. Kimball: There are a number of facilities contracts. 


Mr. Wozencraft: Oh, yes. I am talking abput commer¬ 
cial contracts having to do with the handling of business 
and competition for business. 

The Witness: Yes, we lease one or two leased wires from 


your company. 
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Mr. Kimball: That is the whole contractual relation¬ 
ship between the two companies? 

1194 The Witness: They have nothing to do with traf¬ 
fic. 

Bv Mr. Wozencraft: 

w 

Q. What is R. C. A.’s position as a communications car¬ 
rier in the world-wide competitive situation which applicant 
and associates are developing at this hearing? A. R. C. A.’s 
position, did you say ? 

Q. R. C. A.’s position as a communications carrier. A. 
Briefly, R. C. A.’s position is that of a young competitor 
principally engaged in the international communications 
business, competing keenly all over the world against the 
great cable and radio systems of the Mackay Companies and 
their associates. After 15 years of intense competitive ef¬ 
fort, R. C. A. C., according to statements made under oath to 

the Federal Communications Commission bv All-American 

* 

carriers, has only succeeded in obtaining less than 18 per 
cent of the international communications business passing 
between the United States and all foreign countries. R. 
C. A. operates over 40 direct radiotelegraph circuits to as 
many foreign countries, grouped generally in Europe, 
South America and the Far East. 

Q. You already stated, I believe, that you are getting 
competition for business to every point to which you are 
now operating? A. Yes. R. C. A. C. experiences competi¬ 
tion from all other American carriers to and from every 
point it reaches. 

Q. You heard me state earlier in the hearing that R. C. A. 
Communications does not contend that anv corre- 

1195 spondent is prevented, by virtue of his contract with 
R. C. A. C., from establishing a direct competing 

radio-telegraph service with the United States, did you not? 
A. That is correct. 

Q. Is that the position of the company? A. It is. 

Q. Is there any substantial difference in the phraseology 
of the radiotelegraph traffic contracts entered into by R. C. 
A. C. with foreign administrations and those entered into 
by Mackay? A. No. Those contracts of Mackay which I 
have seen appear to me to be virtually duplicates of our 
contracts. 
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Q. Now, from the standpoint of cables, Mr. Winter- 
bottom, has any country practical control of the cable com¬ 
munications in the world today? A. Well, it is generally 
recognized, I think throughout the world of communication 
that the control of cable communication, at least two-thirds 
of it, is still in the hands of the people in England. Their 
great cable systems extend all over the world. Their cables 
run to Canada, they run down to Bermuda, down to Ja¬ 
maica, down to the West Indies, down to South America and 
all around South America, almost to the Panama Canal on 
the western shore; they run all around Africa, they run all 
through the Mediterranean, they run all through India, they 
run all around the Far East, down to Java and Singapore, 
and I believe some even to Manila. 

Q. Is London recognized as the cable center of the 
1196 world? A. I do not think there is any question about 
that. 

Q. Is the United States now, or has it had practical con¬ 
trol of the radiotelegraph communications between the 
United States and foreign countries? A. Yes. For the past 
14 or 15 years that is so. 

Q. Is that still true as to international telegraph com¬ 
munications across the Atlantic? A. Does voiur question 


refer to all types of communications? 

Q. Radiotelegraph. A. You did not say thatL 

Q. We are talking about radiotelegraph communication. 
A. Yes, I think the control of our radiotelegraphic circuits 
out of the United States today from the Eastern Seaboard, 
at this moment, are completely in the control of the United 
States. 

Q. Is the same thing true as to transpacific radiotele¬ 
graph communications ? A. I do not feel that V a y about it 
on the Pacific for the past year or so, since the establishment 
of the parallel competitive circuits to both Japan and China. 
Where as, I previously indicated in each cg.se a single 


Government administration controls the traffic and con¬ 


trols the operation of the two American competitive circuits. 

Q. Would the opening of the direct radiotelegraph cir¬ 
cuits between the United States and the various countries 
of Europe which Mackav has indicated it would like to open 
in any way change the control of the United States over 
the Atlantic transoceanic radiotelegraph situation? A. 

i 

i 

i 

i 

i 

j 

i 

I 

l 

i 

i 

i 
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1197 Yes. I think a very large element of the control 
would then pass to the other ends of each of these 

parallel circuits. I am not speaking about the control of 
licenses, but I am speaking about the practical operating 
control of the communications that pass over such dupli¬ 
cate arrangements. 

Q. You have heard, have you not, Mr. Stone’s testimony 
as to the countries in Europe through which he would like 
Mackay to establish a direct telegraph service? A. Yes, I 
heard all of the countries mentioned. 

Q. If Mackay should succeed in establishing direct radio¬ 
telegraph service with the countries in Europe mentioned 
by Mr. Stone, what effect do you think the establishment of 
such services will have on the Commercial Cable Com¬ 
pany? A. The effect, in my opinion, on the Commercial 
Cable Company’s income must be most serious indeed. I 
cannot see how the Commercial Cable Company’s income 
can be anything but depleted to a dangerous extent by the 
expansion of a sister company’s radio services. 

Q. You are a former cable man, are you not, Mr. Winter- 
bottom? A. The testimony of Mr. Deegan I think, given 
earlier, conceded that I once worked for them. 

Q. Will you state your opinion as to the effect on Com¬ 
mercial Cable Company of the opening of these various 
Mackay services, in the light of vour cable experience? A. 
Yes. 

1198 Q. As well as in the light of your radio telegraph 
experience? A. Yes. I think that my 14 or 15 years’ 

experience in the Commercial Cable Company’s transatlan¬ 
tic service, together with a somewhat longer experience in 
our own radio services, permits me to have that opinion as 
to the effect of Mackay Radio’s proposed competition on the 
business of the Commercial Cable Company. 

Q. What effect will that proposed competition have on 
the business of Western Union Cable Company? A. The 

two situations are entirelv different. In the situation we 

* 

have just been discussing two sister companies, in at least 
one of the contracts we have had placed before the hearing, 
Commercial Cable Company and All-America Cable Com¬ 
pany, have already agreed to give up their cable business, 
and that means exactly what it says, to the Mackay Radio. 
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The “unless routed otherwise by the sender” does not mean 
much, if anything. If that type of contract— 

Mr. Kern (Interrupting): Are you speaking of a con¬ 
tract now ? 

The Witness: I am speaking of the Mackay contract with 
Norway, and that clause in it, or that additional letter which 
accompanies it, which guarantees to Norway virtually all 
of the cable traffic in the control of the Commercial Cable 
Company and the All-America Cable. The Commercial 
Cable Company will lose that traffic. If that type of con¬ 
tract is repeated, as I feel it must be repeated, because no 
other contiguous European country, I am sure, [will accept 
less, the business of the Commercial Cable must auto- 

1199 matically be turned over, as far as possible, to the 
sister company. That situation does not hpply at all 

in the case of your next question regarding tfie Western 
Union. 

The Western Union is a very active competitor indeed. 
I do not believe the Western Union intends to rplax its ef¬ 
forts, at all, because it may possibly have another radio 
competitor. I think the Western Union’s commercial or¬ 
ganization will go out, not only protect the volume of busi¬ 
ness that it has, but it will do its best to increase ijhe volume. 

So I would say that the effect on the Western Union may 
not be at all as serious. The effect upon the Commercial 
Cable Company inevitably must be serious. 

I 

By Mr. W'ozencraft: 

Q. It would be inevitable, would it not, that the proposed 
Mackay services would attract some business frojn Western 
Union and from all of the other competitors in the field that 
render service to them? A. Yes. Every additional service, 
every additional route which is opened for somb reason or 
another attracts some business to it. There are always some 
customers that are dissatisfied with what they are getting 
and try something new. So that there will be some diminu¬ 
tion of business to the other carriers. But the chief suf¬ 
ferer will undoubtedly be Commercial Cable Coifipany, and 
under that type of contract with Norway, the R. C. A. C. 

“Does any European country permit radiotele- 

1200 graph and cable companies to go out and compete 
with each other to their own detriment for foreign 
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business to tbe advantage of the foreign company for whose 
business they are competing?” 

The Witness: There is no country on the Continent that 
I can recall. In England you have a competitive situation 
between the English company and the Western Union and 
the Commercial Cable, I believe. I was interested in read¬ 
ing only a day or two ago a statement recently issued, I 
think, bjr one of our Commissioners, from which I quote: 

‘ ‘ This is one of the few countries in the world where we 
have competitive business privately owned cutting each 
others ’ throats with unction and glee, at the expense of the 
public.” That statement is correct and true. 

Bv Mr. Wozencraft: 

* 

1201 Q. Mr. Winterbottom, what in your judgment will 

be the effect on R. C. A. Communication’s if Mackay 
is permitted to establish the direct radiotelegraph services 
which Mr. Stone has testified he would like for Mackay to 
establish? A. The picture of the future for R. C. A. Com¬ 
munications, Inc., under such circumstances, is very black 
indeed. If duplicate circuits are authorized to the many 
places in Europe, in addition to those which have already 
been authorized in the Pacific to Mackay Radio, and with 
the inter-company cooperation of the Postal Telegraph 
working for it in this country, it is not difficult for me to 
visualize wfithin a reasonably short time that at least 50 per 
cent of the business now handled by R. C. A. Communica¬ 
tions, Inc. will pass from our services to the new ones. 

Q. If that should happen what would be the result on 
R. C. A. C. ? A. If that should happen steps would have to 
be taken to curb our activities, to reduce our activities. 
Many of our circuits, which we have opened and which are 
important to this country, to different parts of the world 
but not at this time heavily occupied with traffic, which 
were designed for the future, and which, I have heard it 
said, our friends are not particularly desirous to going to, 
would first have to be closed.- After they had been closed 
and the type of competition continued that disastrously, 
others would have to be closed. We should have to make 
further economies wherever possible. No doubt we should 
have to attack our research and development projects, curb 
them, perhaps entirely eliminate them, because they 
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1202 are expensive, and progress, as far as R. C. A. C. 
is concerned, in the development of radio Communica¬ 
tion would end. What the ultimate outcome of tjiat picture 
might be I do not know, but there is not sufficient business 
in the world at the present time to be carved up into small 
pieces and enable profitable operation along tile lines in¬ 
dicated in this testimony. 

Q. Mr. Winterbottom, entirely irrespective of this 
present application by Mackay, is that your considered 
opinion as to what will happen in the future if the various 
Mackay circuits which Mr. Stone wishes to open are opened f 
A. Yes, it is my considered opinion. 

Q. That R. C. A. C., which has pioneered radio, would 
have to curtail and perhaps entirely discontinue research 
and development? A. That is exactly what I have stated. 

Q. That first the smaller circuits and then some of the 
larger ones would have to be discontinued by R. C. A. C.? 
A. We could not afford to continue to operate them. 

Q. Would that leave the international radiotelegraph 
field between the United States and foreign countries largely 
to the International System? A. More largely than ever 
before. 

Q. And increasingly larger? A. And increasingly so. 

Q. Then, Mr. Winterbottom, if there is involved in this 
hearing more than just the application to Norway, is the 
matter before the Commission, as you see it, whether 

1203 the Commission will permit competition which the 
traffic does not justify and which necessarily must 

be ruinous to R. C. A. C.? A. That is exactly the point of 
view I hold. 

Q. Do you believe it to be in the public interest, in view 
of the Radio Act of 1927 and the Communications Act of 
1934, for a cable company to be permitted to compete with 
itself by radio? A. No, I do not. I have alwaiys felt, and 
still feel that radio and cables are natural competitors and 
should be kept that way. 

Q. Do you believe it to be in the public interest of the 
United States that American companies should compete 
with each other for the business controlled bv foreign ad- 

• • j 

ministrations having monopolies in other countries? A. 
No, I consider that the most suicidal communication policy 
that can be conceived of. 


i 

i 
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Q. Do you believe it to be in the public interest for R. C. 
A. Communications, with its extremely modest pickup and 
delivery system but which has pioneered practically every 
rate reduction in the international telegraph field in the 
past 50 years, to be confronted with competition which, as 
you have stated, is going to largely force it from the field 
and leave the field to a cable-controlled competitor? A. I 
do not believe for a moment that that is in the best public 
interest. 

Mr. Wozencraft: You may take the witness. 

The Chairman: Mr. Kimball. 

1204 Cross-Examination 

By Mr. Kimball: 

Q. Mr. Winterbottom, this morning you gave some figures 
with respect to a representative day of the messages turned 
over by R. C. A. to Western Union and messages which in 
turn had been turned over by Western Union to E. C. A. I 
do not have those figures before me, but I think it was 
something like thirty-some-odd eastward and twenty-some- 
odd westward. Have you got that information handy? A. I 
remember the information. It is a long yellow sheet. 

Q. 39 to 25. I direct your attention to the contract which 
has been referred to a number of times in this hearing and 
which has been made a part of this hearing, which provides 
that Western Union shall turn over to you at the rate of 
one to four and one-half. You did not intend, did you, by 
this computation introduced this morning, to infer that 
Western Union were exceeding their contractual obliga¬ 
tions? A. No, I did not. That was a hurried calculation 
we made overnight at Mr. Kern’s request. I do not think 
perhaps it is typical if we take a period, but it was taken 
for one or two days. 

Q. Is it not a fact that traffic to and from Norway has 
absolutely no relation to the obligation which Western 
Union has under that contract, which is expressed in one 
to four and one-half? A. No relation whatever. That is 
to give us an assortment of messages of all types and 
character to all destinations, of all classifications, 

1205 and some days there may be no messages to Norway 
and some days there may be a few more. 
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Q. In other words, it would be a coincidence rather than 
a practice if the messages to each country turned over by 
Western Union supported the relationship of ohe to four 
and a half, is that a fact? A. It would be, yes. 

Q. I take it from your testimony, Mr. Winterbdttom, that 
you agree with the thought expressed by Mr. Goldhammer, 
that the situation, looked at from the facilities standpoint, 
is that the people of Norway have all the facilities and 
probably more than are necessary to handle thq available 
present traffic, or any increase in that traffic that might be 
reasonably expected, is that right? A. Yes. The facilities 
between this country and Norway are more than ample and 
will be more than ample for many years to conje, for the 
volume of business that exists or is likely to exist between 
this country and Norway. 

Q. And in saying that do you or do you not express the 
view that the facilities at present existing give to! the traffic 
between Norway and the United States a character of serv¬ 
ice which that traffic demands? A. Yes. The responses 
which the carriers have filed with the Commission in con¬ 
nection with this hearing indicate, I think, that the service 
to and from Norway is of a relatively high ofder. The 
amount of business which is done in the daytime between the 
United States and Norway and the demand fot what you 
might call urgent or the most expeditious service pos- 
1206 sible is not great. The peak load on all circuits carry¬ 
ing business to Norway from this country is in the 
late afternoon, after 4 p. m., indicating clearly that prac¬ 
tically none of such messages so filed in the peajk load will 
be delivered that day, and will of course be used the follow¬ 
ing day for business in Norway. The amount of traffic 
passing from the United States to Norway in our business 
hours from 9 to 4 in the afternoon is very small indeed. 

Q. Now, do you agree with the testimony heretofore given 
by some witness, rather reluctantly, I believe, that the 
establishment of this circuit at present rates, that is to 
say rates that are being charged by the companies now in 
the field, will not develop any new 7 business as such? A. I 
have made the statement myself, Mr. Kimball. I firmly be¬ 
lieve it to be true and I see no reason to expect the develop¬ 
ment of new business just because another channel has been 
created to handle it. The business is there and 4 tied to the 
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volume of our imports and exports. All the channels in the 
world are not going to increase perceptibly the amount of 
telegraph business that will be conducted between the 
United States and Norway. 

Q. Then you necessarily come to the conclusion that the 
available traffic at present existing will be divided four 
ways instead of three, is that correct? A. There is no other 
alternative but to divide the available traffic of today more 
finer, so that another channel, or another company, may 
have a slice of it. 

1207 Q. Does R. C. A. accept business to India? A. 
R. C. A. is not in India. 

Q. Do you accept business out of New York for India? 
A. Yes. 

Q. How far do you carry it? A. London. 

Q. Were you present in the room when Mr. Stone attri¬ 
buted to the Western Union the existence or the lack of 
existence of sucker-like qualities ? A. I was very much sur¬ 
prised by that statement made by Mr. Stone in which he de¬ 
scribed the Western Union system as suckers, if they were 
not riding the R. C. A. by transferring to us certain types of 
traffic which might be unprofitable to your company. I do 
not believe he meant it. 

Q. Well, whether he meant it or not, Mr. Winterbottom, 
it is a fact, is it not, that traffic to Indian from any Ameri¬ 
can company results in very heavy pay-outs, is that not 
true? A. Yes. 

Q. It is further true, is it not, that the pay-out in con¬ 
nection with such India traffic would be heavier bv R. C. A. 
than by other cable companies ? A. I do not know what the 
pay-out by the cable company would be. 

Q. Well, from the radio standpoint you only have 50 per 
cent of the rate to London, do you not? A. We would have 
50 per cent of what is left after the pay-out from London. 

Q. Do you know of any instance where Western 

1208 Union Telegraph Company has, with respect to any 
country, turned over to you because of heavy pay¬ 
outs 100 per cent of the traffic which Western Union Tele¬ 
graph had received? A. Western Union has never done any 
such thing. 

Q. Do you feel in such matters that Western Union Tele¬ 
graph Company had played cricket with you and played 
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fair? A. It has always played fair with us, and I am con¬ 
fident as long as our relations continue as they!are at the 
present time that they will remain that way. 

Q. Mr. Winterbottom, in connection with that letter that 
you read, addressed to the Reichspostminister ajnd I think 
signed by Mr. Sarnoff,—Mr. Kern objected to the letter as 
a statement of fact but did not make any objection as a 
statement of the argument which has been used in connec¬ 
tion with foreign administrations,—referring to that por¬ 
tion of the latter which related to Western Union, you con¬ 
sider those to be facts, do you not? A. I will have to look 
and see what we said again about the Western Union. What 
page is that on, Mr. Kimball? 

The Chairman: The remark about the excellent service 
of the Western Union. 

The Witness: Yes, that is right, I regard thty as "facts. 
The Western Union service is excellent. 

By Mr. Kimball: 

Q. Did the Radio Communications, Inc., initiate the half¬ 
rate on deferred messages? A. Let us get the names 
straight first. 

The Chairman: Get the names straight. 

Mr. Kimball: What did I say? | 

1209 The Witness: Radio Communication^, Inc. 

By Mr. Kimball: { 

Q. I mean R. C. A. A. Did they initiate? 

Q. Yes, the half-rate on deferred messages. A. Where 
to? 

Q. Everywhere? A. No, I do not think that is true. They 
did introduce the deferred rates, if my recolledtion is cor¬ 
rect, and I think it is, to all points on the Pacific, but I 
also believe that the first deferred service, thb first half¬ 
rate deferred service was introduced simultaneously by the 
Western Union and the Commercial Cable Company about- 
1910 or 1912 between London and New York City. 

Q. That was before you were in the picture ? A. That is 
before our company was born, yes. 

Q. Did the R. C. A. initiate overseas night letters? A. 
Overseas night letters? 
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Q. Yes. A. No, I think that is an achievement to be 
credited to the Western Union Cable System. 

Q. These last two forms of communications that I have 
questioned you about represent, do they not, a rate reduc¬ 
tion in rates per word to customers filed under those classi¬ 
fications? A. Yes. 

Mr. Kimball: I believe that is all. 

1211 Vol. 10 

Official Report of Proceedings 

Before the Federal Communications Commission 

at Washington, D. C. 

January 24, 1936 


In the matter of: Petition of Mackay Radio & Telegraph 

Co., Inc., New York, N. Y. 

Docket Nos. 3336, 3337, 3338 


FEDERAL COMMUNICATIONS COMMISSION, ET: AL. 


1212 


Name 


Docket 3336 3337 3338 

Jan. ^4, 1936 
INDEX OF WITNESSES 
Original 

Direct Cross Redirect Recross Print 


Winterbottom, W. A. 
By Mr. Kern 
By Mr. Kennedy 
By Mr. Arnold 
By Mr. Wozencraft 
By Mr. Kimball 

Briggs, Loyd A. 

By Mr. Wozencraft 
By Mr. Kern 
By Mr. Boyce 
By Mr. Arnold 


1101 

1168 

1183 


1187 


1208 


1218 

1228 

1229 


1205 


734 

776 

787 

789 

801 


803 

809 

815 

816 




734 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

1213 Before the Federal Communications Commission 

(Telegraph Division) 

Washington, D. C. 

January 24, 1936. 


Dockets 3336, 3337, 3338 

In the Matter of Petition of Mackay Radio & Telegraph 
Company, Inc., New York, N. Y. 

Application for modification of license: Request to add 
Oslo, Norway, as a point of communication. 


The above-entitled matter came on for further hearing 
before the Telegraph Division of the Commission in Room 
7121, Interstate Commerce Commission Building at 10 
o’clock a. m. 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

Appearances: As heretofore noted except: Mr. Royce 
(present), Mr. Dunn (absent). 


Proceedings 

The Chairman: Mr. Kern, you may proceed. 

Whereupon—W. A. Winterbottom resumed the stand and 
testified further as follows: 

Cross-Examination 

Bv Mr. Kern: 

1214 Q. Mr. Winterbottom, your contracts with the va¬ 
rious countries prior to 1928 had considerable varia¬ 
tion in their terms as to tolls, terminal taxes and other mat¬ 
ters affecting the revenue, did they not? A. Yes, but the 
great majority were on a straight 50-50 basis. 

Q. Some of the others were that all of the tolls were to be 
kept by the sending station? A. No, I don’t think there was 
a single circuit of ours in which all of the tolls were to be 
kept by the sending station at that time or prior to that 
time. The nearest approach to it was one circuit in which 
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the sending station kept a larger portion of the! tolls and 
the receiving station a relatively small portion oil the tolls. 

Q. In transit taxes, they were not all uniform, ^ere they? 
A. No there has been some slight variation of transit taxes. 
Some of them have been 15 centimes and some of them have 
been 20. 

Q. Were they all uniform on the question of method of 
settling balances? A. Yes, in general the balances were 
settled on a gold franc basis. 

Q. At the time of the hearings in the old Federal Radio 
Commission, a discussion came up which you will probably 
remember, because I remember that you were there, as to 
the fact that the 1923 Federal Trade Commission report 
which is marked for identification as Applicant’s Exhibit 
1 had been published, and that had caused the R. C. A. 
1215 considerable difficulty because as soon h s the for¬ 
eign administrations found different ternjs in favor 
of one country that they did not have, they iihmediately 
asked for more favorable terms, is that not the! case? A. 
Yes, the publications of those contracts in that report was 
not helpful at all. 

Q. On the other hand, if those contracts are not published 
and a competitor wishes to establish a circuit,; he has no 
way of establishing the division of tolls that applies, and 
he may inadvertently ask for something or mak^ some pro¬ 
vision which he might not had done if he had hnown those 
provisions? A. Yes, it would depend how badly he wanted 
what he wanted. 

Q. If you made a negotiation now and did not know the 
terms of a Mackay Radio contract, and you went over some¬ 
thing that you thought, pursuant to some of j your other 
contracts, was satisfactory for that situation ahd would be 
more favorable than would be something if you did not 
know the terms that had actually been made aiid had been 
accurately advised of the terms that you would have made 
yourself? A. That is quite possible. j 

Q. You spoke yesterday considerably, and it has been dis¬ 
cussed in an answer to a question by your cdunsel, as to 
the question of the adequacy from the physical point of 
view of facilities for communication to Norway. That has 
not been a determining factor in the past when R. C. A. 
opened circuits, has it? Opened circuits |to Europe? 
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1216 A. No, it has not been the determining factor. The 
real factor that has been involved in the program of 

expansion of R. C. A. radio communication has been as 
rapidly as possible to establish direct communications with 
as many points in the world, to the United States, as we 
possibly could in competition with the cables. We had an 
entirely new medium of communication that was highly im¬ 
portant that it be made available to the people of this coun¬ 
try and other countries as soon as it technically could be 
done. 

Q. Your own opinion is that that means or medium of 
communication for certain countries is more efficient than 
the medium of communications of cables to those coun¬ 
tries? A. I would say it is more direct to some countries. 

Q. And more satisfactory for service in certain coun¬ 
tries? A. That has been debated many times. 

Q. That is your opinion, is it not? A. Many customers 
do not agree with that. 

Q. That is your opinion, is it not? A. It is part of our 
sales argument. 

Q. I want to have your answer to the question as to 
whether it is your opinion that it is more efficient to certain 
countries. I do not ask you to say that it is more efficient 
for every country; I don’t ask you to say anything, but I 
would like to know if you believe it is more efficient 

1217 to some of the countries where you now operate. A. 
Just what do you mean by “efficient”? If I may 

ask a question? 

Q. It gives better communication service. A. There are 
distant places where I think on the average that would have 
to be conceded. 

Q. And those places apply where you have got connecting 
line carriers? A. Or you have a multiplicity of connecting 
line carriers. 

Q. That is where the cable companies have connecting 
line carriers, the radio circuit has advantages, outside of 
the question of the natural desire of the administration at 
the other end to have their tolls divided so that they share 
in them? A. Yes. The advantage would probably appear 
in the illustrations which you have just quoted ultimately 
in a smaller number of telegraphic errors. 
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Q. As to Norway, what is your average time of service to 
Norway from the time the message is received? A. That 
question, I think, has been answered in our response. It is 
very small. If you mean the time between the time the 
message is received by us and transmitted to Norway, I will 
see what our exact answer to that question is. Do you have 
any particular classification in mind, Mr. Kern, in general? 

Q. I am speaking of full rate ordinary messageis, gener¬ 
ally. A. Our delay seems to average, on the 'ordinary 
traffic, four or five minutes. 

1218 Q. From the time it is picked up at the office, would 
it be five minutes, or ten minutes, an hour or a half 

an hour? A. That would depend on many factors. It 
would depend on where it came from. 

Q. From the time it is received at the transmitting office? 
The Chairman: It is rarely ever less than five minutes, 
is it, Mr. Winterbottom? 

The Witness: Unless it is of an urgent character, then I 
would say it has priority. 

I 

By Mr. Kern: 

Q. How does that compare with the cable companies? A. 
In some performance, I think the cable companies are 
doing as well. 

Q. In transmission? A. In the disposal of the message 
from their system. 

Q. You are doing as well as the cable companies are from 
the time of the pickup to the time that it actually goes out 
over the transmitter? A. I would not say that, Mr. Kern. 
I think the average time of our pickup, to the time it gets 
to our transmitter is probably longer by R. C. A. than by 
the cable companies. 

Q. Then another company performing a radio service 
that has the facilities which the cable companies now have, 
would give a better radio service? A. No, I do not agree 
with that. . | 

Q. What is the average time of the messages from 

1219 the time they are delivered to the Norwegian Ad¬ 
ministration before they are delivered to you, when 

they are put on the transmitter at Oslo to communicate with 
you ? 

Mr. Wozencraft: If you know. 

i 

i 


i 

i 

i 

i 

i 


i 

i 
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The Witness: I have no exact information as to the time 
* of the delay of the handling of the Norwegian Government 
in either eastbound or westbound traffic. 

By Mr. Kern: 

Q. The time on the circuit of course would be the same 
from Norway as to Norway. Do you know the average 
delav in Norway after it reaches the transmitter? A. No, 
I do not. I have heard complaints of delay up to a half an 
hour in Norway. 

Q. You heard the testimony yesterday as to delay in 
kick-off when it goes over the Anglo Cables. Does that 
same delay apply in the case of radio, if you know? A. It 
is the same administration operating the radio circuit as 
operates the Anglo-Norwegian Cable circuit. I rather think 
their practices are much alike. 

Q. Then you think there is a delay of approximately 35 
minutes on the average ordinary message? A. No, I would 
not think the average was as high as 30 minutes. I have 
heard complaints of delay of as high as 30 minutes. 

Q. You do not have the transmitting time on any mes¬ 
sages that come from Norway? A. No. 

Q. You never made any investigation as to whether the 
service in the Norwegian is slow in getting it to the 
1220 radio circuit? A. No. I simply make my statement 
on the general knowledge I have that most adminis¬ 
trations are somewhat slower in doing that type of work 
than our American Carriers. 

Q. Hasn’t it always been the effect of the establishment 
of R. C. A. circuits to Europe that the revenues of the 
Western Union and the Commercial Cable Company have 
been very seriously affected, and affected to a greater de¬ 
gree than the benefits which have been derived by R. C. A. 
or R. C. A. C. ? A. I think the charts which have been filed 
in this case for the last eight or ten years rather indicates 
that that is not the case. 

Q. At the time of the establishment of the circuit is that 
not the case, that there is a diversion of traffic from the 
cables? Didn’t you testify yesterday that a new circuit al¬ 
ways has that effect, or a new facility? A. Yes, every new 
circuit will attract some traffic to it; there is no question 
about that. 
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Q. And the amount that you receive on that traffie was 
less than the cable companies lost? A. That mu$t be so. 

Q. Inasmuch as you divide the tolls at the other end, 
there may be a difference in degree. For instahce, in En¬ 
gland where the cable companies own the cable, they receive 
100 per cent of the tolls and you receive approximately 50 
per cent. A similar situation would be in France. 

1221 A. Pardon me. I did not understand that the cable 
companies received 100 per cent of the tblls. 

Q. For cable transmission. A. I still think that is not 
true. 

Q. The outpayment that they have to make for the ter¬ 
minal tax is nominal compared to the 50 per cent that is 
given by radio. A. The outpayment for termiiial tax may 
be low. The bulk of the outpayments are high 

Q. In the case of Belgium, that would be true, where the 
proportionate amount that you receive is a little closer to 
the amount that the cable companies would haye received. 
A. I don’t know what the cable companies receivjed on their 
Belgium traffic. 

Q. And as you have further transmission Ijy cable, a 
longer distance, the outpayment to the cable company in¬ 
creases? A. That is true. 

Q. But until the cable company has an outpayment that 
equals approximately 50 per cent in terminal taxes and 
over line transmission, it is always true as to any traffic di¬ 
verted from the cables, the amount that Radio Corporation 
receives or the R. C. A. C. receives would be le|ss than the 
amount that the cable companies would have received on the 
same traffic. A. That might be true if R. C. A. received 50 
per cent. 

Q. I wish to go back for a minute to the historical 

1222 statement you gave yesterday for clarification of the 
part that comes from your own knowledge, as to 

what is new contribution and what is history, afid I would 
like to ask you a few questions. On page 972 of the record, 
you stated: “Patents essential for even a start toward a 
workable system was held and jealously guarded by scat¬ 
tered interests.” There were workable system^ in opera¬ 
tion at that time, were there not? I am not talking about 
the importance of short wave at that time, but there were 
workable systems. 
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Mr. Wozencraft: Do you mean transoceanic? 

Mr. Kern: Transoceanic. 

By Mr. Kern: 

Q. The Navy, for instance had transoceanic circuits, a 
network of them. A. It is a matter of degree of service. 
The Navv did have transmitters that were trying to work 
over transoceanic distances. How successful they were is 
a debatable point. Certainly they would not have sufficed 
for competitive commercial communication. The best cir¬ 
cuit of that type, if I may amplify, the best circuit of that 
type that I recall that was doing a fair job and only a fair 
job, was the Federal circuit from San Francisco to Hono¬ 
lulu prior to 1917 over a distance of only 1800 or 1900 
miles. I think that distance is correct. 

Q. I am speaking of during the war principally. A. 
1917 is quite close to the war, and in fact was in the middle 
of the war. A distance of 1800 or 1900 miles over an 
1223 ether channel which is very easy indeed to communi¬ 
cate over. There were no circuits capable of render¬ 
ing a high quality of commercial communication service at 
the time you are speaking of. 

Q. The station that was built by the Germans prior to the 
war at Sayville more than earned its operating expenses in 
1916, did it not in commercial communication? A. Yes, 
there is no secret about that. Any circuit of that type, how¬ 
ever indifferent it might have been, operating at the un¬ 
usually high rate of 36 cents per word and no variation to 
it and. no code language permitted so that every message 
had to be expanded at great length in plain language, at 36 
cents per word could easilv make monev even if it were 
onlv able to communicate teehnicallv for 10 hours out of 24. 

Q. During the war, the Navy took over all of the radio 
stations in this country. Did they not make a great con¬ 
tribution to the development of high power long wave radio 
communication systems, and establish a network, or net¬ 
works that were a remarkable step forward in radio com¬ 
munication? A. Yes, the Navy did. The Navy made a 
great contribution during the war to the rapid development 
of long distance radio communication, and the Navy was 
aided very materially in that during that period by the fact 
that all of the useful patents were made available to the 
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Navy, all of the scientific minds of the numerous companies 
were collected together, and great progress was made not 
only in the facilities of transmission, but also in the facili¬ 
ties of efficient reception. 

1224 Q. Coming back to the part of the history that re¬ 
lates to the organization of the Radio Corporation, I 
believe that you stated that you were not present at any of 
these conferences of Admiral Bullard and Mr. Xoung, but 
this is historical from the S. 6 hearings, principally? A. 
Yes, I was not present at any conference at that' time with 
the General Electric Company at which Admiral Bullard 
was present. 

Q. Did you have any knowledge of previous negotiations 
between the General Electric and the Navy? A. Yes, I had 
general knowledge at that time of negotiations being car¬ 
ried on by Mr. Edwards of the General Electric Company 
with the Navy. 

Q. What was the nature of those negotiations prior to 
the organization of the Radio Corporation and prior to 


this visit of Admiral Bullard to Mr. Young? A. They were 
in connection with the installation of the first 50 kilowatt 
Alexanderson Alternator, followed later by negotiations 
for the construction of a much larger machine bf 200 kilo¬ 
watts of the same type to be installed at our Kew Bruns¬ 
wick, New Jersey station, in which equipment: the Navy 
Department was very much interested, becausb it was at 
that time and had been since April 7, 1917, managing and 


operating the New Brunswick station. 

Q. Do you have any knowledge of letters that! were writ¬ 
ten by the General Electric Company to the Najvy Depart¬ 
ment prior to that conference, of your own knowledge, other 
than what is in S. 6? I do not want to repeat all 
1225 that. A. I think it is correct to say that I never saw 
the letters before they were published or produced 
in some of the hearings in Washington. 

Q. You have also read, have you not, the hearing before 


the subcommittee of the Committee on Interstate Com¬ 


merce of the United Staes Senate in 1921 on chble landing 
licenses, and the Kellogg Bill? A. Yes, I remeipber that. 

Q. Were you present at those hearings also?! A. I was. 
Q. None of your statement quotes from thht, does it? 
The statement that you gave? A. I do not believe so. 
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Q. Do you know what the attitude of the Secretary of 
the Navy, Secretary Daniels was, as expressed in those 
hearings, about whether it was not desirable to have Gov¬ 
ernment ownership of radio? A. I think just prior to the 
time you are speaking of, the general impression was that 
Mr. Daniels favored continuing the ownership or control 
of the radio stations in the United States. I think that is 
true. 

Q. Isn’t it a fact that that attitude continued at that date 
as far as his views were concerned? A. I think as far as 
his views were concerned, the desire was for permanent 
control and operation of radio stations by the Navy. 

Q. You did not mean to give the impression, did you, 
that the Navy at that time favored a single radio 
1226 company without possibility of competition? A. I 
think it is correct to say that Admiral Bullard and 
Captain Hooper favored the creation of a single strong 
American radio company at that time to establish world¬ 
wide radio communication. 

Q. That would not be the views of Secretary Daniels at 
that time ? A. I never met Secretary Daniels and I do not 
know his views. What I have related were common views 
of the street at that time. 

Q. Isn’t it a fact that early in 1921, a representative of 
the Navy Department visited the W^estinghouse Electric 
Company and urged them to go into competitive radio ? A. 
Not to my knowledge. 

Q. You don’t know anything about that? A. I have 
never heard such a story. 

Q. Do you know that a letter was written by the Secre¬ 
tary of the Navy to the Secretary of State, Secretary of the 
Navy Denby to the Secretary of State, dated December 18, 
1921, expressing the fear that the Navy Department had 
of a monopoly of radio by a single company? A. No, I 
have never heard of that either. 

Q. Have you read the reports of the Secretary of the 
Navy for this period? A. I doubt it. 

Q. You have no knowledge whether he did or not? A. 
The information you are giving me now is entirely new to 
me. 

Q. From your testimony as to the encouragement of the 
Radio Corporation and from what you said this 
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1227 morning I gathered that you think that Admiral Bul¬ 
lard favored the organization of a single fadio com¬ 
pany? A. That has always been my impression. 

Q. If the Secretary of the Navy after that conference ex¬ 
pressed the other view, you would not say that that was 
the view of the Navy Department? A. Admiral Bullard at 
that time and for a long time afterwards was the principal 
communications official of the United States Government. 
He had been for many years prior to the incumbency of the 
Secretary of the Navy you are speaking of, and I think his 
views were quite important in the policy of the Navy De¬ 
partment. 

Q. I do not doubt that. I am not doing that to cause 
any reflection on his definite views, but merely jto find out 
whether those views if you knew, were the views of the 
Navy Department, the official views as expressed in letters 
and reports? If you have not checked that, all right. A. 
I have always understood that Admiral Bullardj’s views at 
that time were the views of the Navy Department. 

Q. You say for many years afterward he wgs in active 
service. When did he retire from active service, do you re¬ 
member? A. I recall Admiral Bullard being active in the 
affairs of the Radio Corporation after it was organized, for 
several years. Then I recall him being sent for a period to 
China, and I recall him coming back again two or three 
years later, and then I think he died shortly thereafter. 

Q. Had he retired before his death? A. I believe, 

1228 although I am not quite sure, that he had retired 
shortly before his death. 

Q. Do you know whether in the year 1919, after the con¬ 
ference of April the 5th, whether the Navy sent one of its 
officers to Brussels for the purpose of obtainihg a direct 
commercial radio circuit to be operated by a company in 
Brussels, with the Navy Department? Do you know any¬ 
thing about that? A. I never heard of it before. A com¬ 
pany in Brussels? 

Q. A company or administration in Brussels, j A. I never 
heard of either one. 

Q. I am asking for your information as to fhese other 
aspects or attitude of other parties in the Navy who had 
information on this. A. Yes, but the angle of a company 
in Brussels as being available for radio communication is 
interesting. 
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Q. You stated in your testimony that the R. C. A. was 
the world’s greatest competitive radio communication sys¬ 
tem. You mean competitive to other forms of communica¬ 
tion as well as radio. There is not very much competition 
in radio at the present time with the R. C. A., is there? A. 
My statement of course did mean that the R. C. A. inter¬ 
national radio communication system is the greatest com¬ 
petitive communication system we have in this country 
today, but it is by no means free from competition even in 
radio, by itself. It has numerous radio competitors, in¬ 
cluding one of your own companies. It is competition 
mainly, and has been, against cable services. 

1229 Q. The competition from the hinterland countries, 
where the division of tolls to foreign administrations 

makes it desirable for them to send their messages by radio 
in order to participate in them, leaves a very small partici¬ 
pation to the cable companies, does it not? A. You have 
radio circuits to hinterland countries, so-called, such as 
Hungary and Austria. I do not know what your experi¬ 
ence has been on those. 

Q. Referring to your testimony yesterday to the cable 
facilities across the Atlantic as well as to the radio facili¬ 
ties, do you know what the volume of business outside of 
the American company business is that goes by cable from 
Great Britain to Norway or from Norway to Great Brit¬ 
ain, other than American business? We asked that of 
some other witnesses, and they did not have the informa¬ 
tion. A. I do not know the exact figures, although I be¬ 
lieve they are to be found in official publications of the Nor¬ 
wegian Government. 

Q. As to all routes? A. As to all routes. The number 
of routes which the Norwegian Administration furnishes 
or publishes for the communication services out of Norway 
to the American and Continent, I think number 14. 

Q. Where you have a contract that provides for return 
messages to a competing radio company in the United 
States based on the proportion of the messages that are 
delivered by the two American companies to the adminis¬ 
tration, isn’t it feasible or practical to avoid a large 

1230 amount of solicitation in foreign countries? A. I 
don’t think so, Mr. Kern; I don’t think so. I think 

the more competition we have in the foreign countries on 





I 
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the part of American carriers, the more solicitation, the 
more commercial activities will have to be carried on in 
those countries. 

I do not think even the so-called automatic clauses which 
you have or you are about to insert in your Norwegian con¬ 
tract is going to make much difference in that respect. I 
do not think either your company or my company! could re¬ 
frain from maintaining representatives in Norway so that 
they could make their formal weekly call upon the Director 
General and inquire how the service was going along, and 
inquire if something more could not be done, and to meet 
the peculiar requirements of special large customers. 

I think what we are really coming to in this situation is 
not solicitation for individual messages or customers, as 
we have been accustomed to do in the years gone! by; but I 
think we are now approaching an era for soliciting for 
volume traffic from an administration. 

Q. I was interested in your statement where yob say that 
you call on customers to see if there might not be some¬ 
thing done to improve the service. Don’t you think if 
there were solicitation and representatives over there 
working with the administration, that this very fact might 
not improve the service, the speed of service fr^m a coun¬ 
try of that kind? A. The question was whether:or not we 
could withdraw our representatives from such for- 
1231 eign countries. I say no, we will increase our com¬ 
mercial pressure at the other terminal of the cir¬ 
cuit. 

Q. That might be an advantage in improving the service. 
A. Not at all comparable to the cost involved. 

Q. Not similar to competition we have at home, you 
mean? A. I don’t know to what lengths the competitive 
features may go at the other end of these circuits when we 
are soliciting traffic by volumes of thousands of messages 
instead of soliciting them for individual customers’ ac¬ 
count. 

Q. If you had an automatic clause that relates both to 
routed and unrouted, then there would not be the necessity 
of attempting to get routed messages in order to get an ad¬ 
vantage? A. It is a theory, Mr. Kern, which I am quite 
sure will not work out in practice. 


j 
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Q. It looks good in the contract. A. It looks good on 
paper, but I have no confidence in it working out. 

Q. Yesterday, in reply to a question by your counsel, you 
referred to Mr. Stone’s testimony on page 235, 236 and 237 
of the record. I ask you if you had in mind also Mr. Stone’s 
testimony on page 104,1 believe it is of the record? 

Mr. Kern: May it please the Commission, I am not re¬ 
ferring to this or raising this question of good faith, but 
there has been a misunderstanding due to the basis 

1232 upon which the chart in reply to the Commission 
questionnaire was filed. Mr. Stone in his direct testi¬ 
mony on page 104 said: “So far as we understand, the di¬ 
vision will be the same division of the tolls as obtains to R. 
C. A. and its correspondents.” This chart was prepared 
by our rate expert who is here, it was prepared without 
having the filings of any of the other companies, the chart 
was attached to the letter of Mackay Radio & Telegraph 
Company dated December 14th, I believe the date was, and 
that letter stated that it was prepared upon certain bases 
estimating the value of the amount of return of traffic on 
the Norwegian circuit, taking the figures used by Western 
Union in their appearance, that is, on the basis that there 
would be three return messages from Norway for every 
four messages sent to Norway. The rate expert, however, 
in preparing this chart, did not include any payout in Zone 
1. The contract provision is a provision for a division of 
tolls after payout, but there is nothing in the contract which 
states whether there are payouts or not, but it has always 
been the understanding that the division was exactly the 
same as the division of the R. C. A. and they have so inter¬ 
preted it and we have so interpreted it, and there has never 
been any other intention. 

Our error is in not having all of these facts in the first 
chart, part of which is due to the fact that we did not have 
all the information, and that has led to a line of question¬ 
ing which I bring up not because I think that the 

1233 question was improper on the record, but because I 
want to clarifv it. 

We are introducing an exhibit showing what we believe 

the amount of return traffic will be from Norwav on the 

•/ 

formula of the contract with knowledge of what the com¬ 
munications to and from Norway are at the present time, 
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which knowledge we did not have when the chart was intro¬ 
duced. 

I state this preliminarily because I want to ask Mr. Win- 
terbottom two or three questions. 

Mr. Wozencraft: Mav I ask counsel if the dhart will 

* 

also show the retention by Norway on traffic dejstined to 
Zone 1 and Zones beyond Zone 1, concerning wljich there 
has been some testimony? 

Mr. Kern: I don’t know whether or not we have pre¬ 
pared those, but we will prepare one which will give that 
information if you have not got the facts, from which we 
will bring out with this exhibit that there is no differentia¬ 
tion between the R. C. A. division of tolls to Nofwav and 
the proposed Mackay Radio circuit, and the agreed divi¬ 
sion of tolls with Norway either for Zone 1 or fori the terri¬ 
tory beyond Zone 1. 

By Mr. Kern: i 

Q. That would modify your opinion expressed on pages 
103, 104 and 105 if there is no such division, tjhat there 
would be a tendency to give the long distance hauls beyond 
Zone 1 to Mackay Radio, would it not, Mr. Wintdrbottom? 
A. I would want to see and examine with great e^re not so 
much the contract of the Mackay Radio with the Norwegian 
Administration, but supplementary data which might 
1234 possibly be part of the arrangement as tq how the 
transit and terminal taxes are going to be allocated 
to Mackay Radio as well as to the Norwegian Government, 
and how they would apply to the various zones of the United 
States, how they would apply for outpayments wblich would 
be paid to your connecting companies that work to the 
south, to South America, such as Mackay Radio and the 
All-America Cable Companies. 

It is a large calculation, it is the most important calcula¬ 
tion in the arrangement, and as you have just stated, from 
the facts which have been already placed by your com¬ 
pany’s witnesses into the record, we could make no other 
interpretation of the case than we did yesterday. 

Q. I was not questioning that, but I do state tljat the ex¬ 
amination of Mr. Stone at that time was based oh the chart 
in front of him, and it was qualified by his general state¬ 
ment that there would be an equal division of tolls. Now, I 
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ask, on the assumption that the division of tolls is the same 
as the R. C. A., you would not make the same answer to the 
questions on that assumption as you did on the assumption 
that there would be a difference in division of tolls beyond 
Zone 1? All of your answer was predicated upon the fact 
that there would be a different division beyond Zone 1 when 
you were referring to that question. Is that not the case? 

Mr. Wozencraft: May I suggest that counsel identify 
quite specifically the question and answer concerning which 
he is now interrogating the witness? 

Mr. Kern: Yes. I refer only to those questions where 
you referred to the effect beyond Zone 1 because of 

1235 the difference. 

The Witness: I remember the testimony very 
well. If the assumption is naturally different from what 
has been stated, then of course my conclusions would have 
to be different. There is no question about that. 

By Mr. Kern: 

Q. I mentioned a little while ago and I believe I asked 
you whether at least prior to the creation of this Commis¬ 
sion, these agreements that were entered into were not 
available in any way so that any company negotiating 
would know what the terms of the other company’s agree¬ 
ments were, might not cause some difficulty in the matter 
of division of tolls, terminal taxes and so forth, if the nego¬ 
tiating party did not have that complete information. Now, 
take the case of the Japanese transit tax and terminal tax 
that you referred to yesterday, page 1044 of your testi¬ 
mony. I believe that you first stated that there was no ter¬ 
minal tax to the Japanese, and then when they asked for a 
7-cent terminal tax, you placed a 4-cent terminal tax on? 
A. Yes. 

Q. That was for the first zone? A. Yes. 

Q. At that time did you agree upon the 4-cent transit tax 
to zones beyond Zone 1 ? Was that in that same agreement? 
A. Yes, it was always there. 

Q. Was that document available to Mackay Radio 

1236 when they were conducting their negotiations? A. 
No, I don’t think any of our documents have been 

or should be available to our competitors here who are ne¬ 
gotiating. 
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Q. Were these terminal taxes so-called and trahsit taxes 
on file in any tariffs filed by your company at that time? 
A. I think so. 

Q. That would be the summer of 1934, and this Commis¬ 
sion began to function about that time? A. (Nq answer) 

Q. You did not file your tariffs with the Interstate Com¬ 
merce Commission? A. No, that is true. 

Q. The negotiations were conducted in the slimmer of 
1934, and there was no available information or any pub¬ 
lished record or otherwise as to what those were;? A. No. 
There could have been apparently no published information 
regarding the situation of the 4-cent terminal and transit 
taxes on our Japanese circuit, although it is inconceivable 
to me that that condition having prevailed for a period of 10 
to 15 years, on a highly competitive situation with your 
own Commercial Pacific Cable Company, that sonke of your 
companies were not fully aware of our rate situation. 

Q. Are the terminal taxes the same for the cable com¬ 
panies as they are for the radio companies, in all cases? 

A. In general they are, but I realize that ivhere two 
1237 sister companies are joined together, such as the 
Postal Telegraph Company and the Cbmmercial 
Pacific Cable Company, it might not be material at all 
whether you have any transit taxes or not, as lohg as you 
obtain for your system the long through rate froifi origin to 
destination, whether you call it between yourselves a 1-cent 
transit tax or a 2-cent transit tax or a 4-cent transit tax— 
that does not affect your gross revenue in the slightest. 

Q. Are they the same between Postal and Western Union 
on the division of cable rates, do you know? jA. To the 
best of my knowledge they are, but I have no positive infor¬ 
mation. 

Q. In reply to a question of the Chairman, yop said that 
was a 6-cent loss to your revenue; is that correct? A. I 
have read the testimony since it was prepared, and I smiled 
when I saw the quick division there 4 and 6 cehts,— 

Q. (Interrupting) Which do not apply to the same thing. 
A. Which obviously could not apply to the same word. It 
must apply to two different words. If it is the terminal tax 
and terminates in San Francisco, the transit ta£ bears no 
application. 
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Q. The terminal tax is 2 cents? A. Yes, that is right. 
If it is a transit word and goes through the first zone on 
its way to New York City, obviously the 2-cent terminal 
tax does not apply, but in place of it the 4-cent transit, so 
that my testimony in response to the Chairman’s 

1238 question yesterday was a little too fast and not quite 
accurate. 

Q. I realize that that was not intentional. I just want to 
clarify the record. Your terminal tax now on Zone 1 on 
traffic from Japan is the same as the Mackay Radio. I be¬ 
lieve you testified to that? A. It has had to be so made. 

Q. And the transit tax is the same at the present time? 
A. That has had to be so made. The transit tax has been 
eliminated. 

Q. Entirely eliminated? A. Entirely eliminated. 

The Chairman: Exactly what does that mean in a mes¬ 
sage destined for some place in the interior of the United 
States ? 

The Witness: It means, Doctor, that under our new con¬ 
tract compared with our old contract, our domestic portion 
of the service, that is from San Francisco to New York, 
receives now 4 cents per full rate word less than it did six 
months ago. 

Q. Is New York nearer Tokio than San Francisco? 

Mr. Wozencraft: Four cents, or 21 centimes on that last 
answer? 

The Witness: For the sake of the record, when I speak 
of 4 cents in American money it actually means in French 
gold centimes, 21 centimes. We use 4 cents for round pur¬ 
poses. 

By Mr. Kern: 

Q. Is New York nearer Tokio than San Francisco 

1239 by radio route? A. I am sure I don’t know without 
a globe. 

Q. There is not a great difference in the distance between 
those points? A. No. If an inaccurate estimate is suffi¬ 
cient, I would say that there is not a great deal of differ¬ 
ence. 

Q. Haven’t you had requests or pressure from the Jap¬ 
anese Administration to establish a direct radio circuit to 
New York? A. We have ourselves long before the Japa- 
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nese became interested in the subject, tried to demonstrate 
whether it was possible or not to communicate directly be¬ 
tween New York and Tokio. The efforts we made were not 
successful, but it seemed to intrigue our good friends, the 
Japanese Government officials. Since that time they have 
asked us several times to try again. Our later efforts were 
no more successful than our earlier efforts, and no doubt 
you know the technical reason for the great difficulties 
which beset the fact. 

Q. I have heard them. I don’t understand them. A. In 
short, the signals pass between New York and Tokio alto¬ 
gether too closely for comfort to the north magnetic pole. 

Q. About the same as Norway and Sweden? A. No, the 
situation between New York and Tokio wouldj be much 
worse than from New York to Oslo. For the sake of the 
record, I am advised that the distance between New York 
and Japan is 6800 miles, and from San Francisco to Japan 
is 5700 miles by the great circle route. 

Q. As to China, does the same situation apply? 
1240 "Would China be closer to New York or some parts of 
China, by the great circle route? A. There would 
not be much difference, no. 

Q. Now that we have the Federal Communicatjions Com¬ 
mission, a question of that character as to whether there 
should be a circuit to New York would be one that would be 
subject to the approval of the Commission, would it not? 
A. That is a very interesting question, Mr. Kern, and I do 
think when I look back over the past 10 years, even prior 
to that time, that we had no Federal Radio Commission, 
we were down in Washington advocating before Congres¬ 
sional bodies the formation of some regulator^ commis¬ 
sion that would really regulate and properly regulate all 
communication business. Out of that, you recall, we did 
secure the Federal Radio Commission which required radio 
to be regulated, but did not regulate cable, so that radio at 
least in its communication activities, received ljttle or no 
regulation from the Federal Radio Commissionj It would 
have been obviously unfair to regulate radio and not regu¬ 
late the competitive cable. 

Since that time, years have gone by, and now we have a 
Federal Communications Commission and a new Communi¬ 
cations Act, the object and purpose of which I am sure is 
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to thoroughly regulate all communication services and sys¬ 
tems in the best interests of the country. 

I do not think during the history prior to the enactment 
of the new Communications Act, that what has been done in 
places in different parts of the world by competitive com¬ 
munication companies is in this country’s best in- 
1241 terest. This dog-eat-dog policy is not beneficial to 
our country or our communication services, and in 
plain language that is what it means. 

The vision of other countries putting their communica¬ 
tion volume traffic on the auction block and auctioning it 
off to one company or another is not particularly pleasing 
to our American communication systems, and I think the 
time really has arrived, Mr. Kern when we must appeal 
to our Federal Communications Commission to really reg¬ 
ulate these practices that we are discussing today. 

Q. That is the attitude we have taken in the hearings on 
Order No. 12. It has been the attitude that we have had 
right along, and many of the things that have happened in 
the past are things that are going to be eliminated through 
the full understanding by the Commission. Is that not your 
opinion? A. Well, I think the Commission is receiving 
much light indeed on this competitive situation, and I am 
only hopeful that something constructive in the matter of 
regulation will come oul of it. The case as to Norway as a 
case is interesting, but a duplication or a triplication or an 
expansion of the Norway situation would certainly be harm¬ 
ful to tthe best communication interests of the United 
States. I express that as my personal opinion. It is a long 
way from your question. 

Mr. Kimball: Mr. Winterbottom, Mr. Kern’s prior ques¬ 
tion related to the jurisdiction of this Commission over ex¬ 
tension of a circuit to Japan, didn’t it? 

Mr. Kern: I intended to raise the general subject 
1242 that he has been discussing. I think, having dis¬ 
cussed this competitive situation and having dis¬ 
cussed the things that can now be regulated by the Com¬ 
mission, if my question was not broad enough to admit the 
answer on the ground of relevancy, I intend to make it 
broader, because I think the companies wish to have these 
points of view on the record. 
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Mr. Kimball: The reason I broke in is I was trying to 
get Mr. Winterbottom’s layman’s opinion as to! whether or 
not the Commission had jurisdiction in the matter of— 

Mr. Wozencraft (Interrupting): As far as this company 
is concerned, it is that not only that the Comftiission has 
jurisdiction with reference to establishment of new inter¬ 
national circuits and their practices, but that it is given 
the definite job by Congress to establish an American com¬ 
munications policy and that the Commission wob’t be doing 
its job unless it proceeds exactly as it is proceeding, to get 
all of the facts, and then to establish an American communi¬ 
cations policy in the best interest of the United jStates. No 
question of the jurisdiction of the Commission will be 
raised by this company along that line. 

Mr. Kimball: I think it is helpful to get that in the rec¬ 
ord. 

Mr. Royce: At the same time, I would have! to say that 
while the views of the witness should be taken;of the poli¬ 
cies and what they feel should be established bv the Fed¬ 
eral Communications Commission, it goes without saying 
that the Commission may be limited in its powers or func¬ 
tions by the act of its appointment, and other gets of Con¬ 
gress, and until those acts are changed, by recom- 
1243 mendation of the Commission or for other cause, that 
they are controlling. 

Mr. Kern: That is exactly the point I wanted to make. 

The Witness: Yes, I realize that. 

The Chairman: The Chair appreciates that the com¬ 
panies cannot confer jurisdiction upon the Commission. 

By Mr. Kern: 

Q. Mr. Winterbottom, both the R. C. A. or R. |C. A. C.—I 
think it was the R. C. A. at that time—and the Mgckay Radio 
& Telegraph Company appeared before the Federal Radio 
Commission on the short wave hearing and the allocation 
of short wave and transoceanic communications, and both 
of us set forth programs at that time, and licenses were 
given by the Federal Radio Commission to youir company, 
certain short waves were allocated to your company, and 
certain licenses were given to the Mackay Companies for 
Great Britain, France, Germany and other countries, is 
that not the case? A. I don’t know to what you refer par- 
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ticularlv in licenses. I know we received a block of fre- 
qnencies. 

Q. You know that we were given licenses to Great Brit¬ 
ain, France and Germany? A. I did not know you had one 
for Great Britain. 

Q. Do you know that we have one for France? A. I 
have heard of one for France. 

Q. More than one. We are licensed as one of the points 
communication for France. A. I know you got a block of 
frequencies. 

Q. And we made a contract with France, as you know. 
A. Radio France? 

1244 Q. Yes. A. I remember that. 

Q. You know that it is our desire still to make a 
contract with France? A. I don’t know that, of course. 

Q. You have not heard testimony here in connection with 
that, anything that would indicate that? A. (No answer) 
Q. Isn’t it a fact that the Federal Radio Commission it¬ 
self by designating licenses and authorizing licenses for 
these countries in competitive circuits to such countries has 
alreadv considered that thev believed it was desirable that 
there should be competition in the radio-telegraph busi¬ 
ness? A. No, I do not agree with that point of view at all, 
Mr. Kern. I think that the attitude of Congress as we find 
it expressed in the recent Communication Acts gives one 
the very distinct impression that the radio communication 
and cable communication should not combine, that thev 

7 v 

should be competitive. 

Q. That is not responsive. But isn’t it a fact that the 

Commission must have considered the desirabilitv of com- 

* 

petitive circuits to license both companies? A. I don’t 
know what the object of the Commission was and I did not 
know that they had granted permission to work for instance 
to Great Britain. I knew that they had granted you a li¬ 
cense to work to Austria and to Buenos Aires. 

Q. You were present at those hearings, were you 

1245 not? A. Will you tell me the year? 

Q. 1929. A. Yes, I was present at some of those 

hearings. 

Q. You heard the arguments of Mr. Hughes on behalf of 
Mackay Radio and Telegraph Company at those hearings, 
in w’hich he stated definitely that the Mackay Radio desired 
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to be in this field as competitive unit, and that it did not 
believe in monopoly? A. I remember Mr. Hugljies making 
a speech before the Commission. 

Q. You know the position that was taken at that time then 
by the Mackay Radio there definitely, and the question was 
argued fully as to the desirability of competition? A. Yes, 
I remember your lawyers appealing for a block of fre¬ 
quencies to engage in competitive radio communication. 
That is right, I do remember. 

Q. When they passed on it, the point was before the Com¬ 
mission. I don’t want to read a lot into the record, but that 


was the point I was asking about. When we got to the 
point-to-point domestic license situation, again that ques¬ 
tion was up for consideration, was it not, of parallel cir¬ 
cuits domestically this time, not between the United. States 
and foreign countries? A. Yes. That subject:was hang¬ 
ing fire for several years, as I recall it. 

Q. And the question of competition in the domestic field 
was thoroughly debated at that time? A. I hav^ no doubt. 

Q. And in granting the licenses to tjie Mackay 
1246 Radio and to R. C. A., the Commission had in mind 
parallel competitive circuits in the domestic field? 
A. Obviously. 

Mr. Kimball: What was Mackay’s position in that, Mr. 
Kern ? ! 

Mr. Kern: You might ask the witness. 


By Mr. Kern: 

Q. You have referred yesterday to cer{ain changes that 
you have made in your contracts recently as a result of the 
threatened competition, among others, and about the same 
time you spoke of the change in your Czechoslotakian con¬ 
tract at page 1049 of the record. A. A chang^? 

Q. A change in your Czechoslovakian contract. A. Did 
I speak of a change? 

Q. No, I beg your pardon. You said “After losing the 
arbitration, they suggested a revision of the basis of the 
tolls which would provide them with a larger share of the 
total revenue earned on the radio circuit.” That sugges¬ 
tion made at that time was not due to the fact that there 
was threatened Mackay Radio competition after it had been 
decided by the arbitrators that there could not be any such 
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competition,—isn’t that so? I merely wanted to bring out 
the fact that in the case of Czechoslovakia, that was not due 
to a then existing threat of competition. A. No, I think 
that is true. 

Q. I think your statements and the statements of your 
counsel as to the others clearly indicates that the par- 

1247 ticular proposals you adopted with other countries 
you have mentioned were not based on the proposals 

of the Mackay Radio, but upon the fact that Mackay Radio 
was having negotiations; is that not true? A. As I stated 
vesterdav, in some of the countries mentioned, the nature 
of the Mackay proposals were disclosed to me, the charac¬ 
ter of the Mackay proposals were disclosed to me— 

Q. (Interrupting) And you made counter proposals? A. 
And I was asked what kind of counter proposals can you 
make to us to make perhaps this second parallel circuit un¬ 
necessary. 

Q. The particular proposals might have been different 
in different cases? A. In different cases, the different pro¬ 
posals were different. In some cases they involved the giv¬ 
ing away of cable traffic; in some cases there were other 
factors. 

Q. Isn’t it a fact though, that there is great pressure 
upon all of the American communication companies at the 
present time to make changes in their arrangements, both 
cable and radio companies, because of the tremendous dif¬ 
ference in exchange on the gold franc, and they all desire 
to avoid outpayments as much as possible on a gold franc 
basis? A. If you feel that kind of pressure as heavily in 
the cable business as we feel it in the radio business, I am 
quite willing to agree with you. 

Q. And vou heard the testimonv vesterdav as to Bel- 
gium and the two cable companies having made 

1248 changes in their arrangements to meet that situa¬ 
tion? A. Yes, that is a very illuminating situation. 

Q. That same kind of pressure in Belgium is the same 
type of pressure in Belgium that there was on the radio 
company? A. That is right. 

Q. In some cases it would be more accentuated in the 
case of radio, and in some cases more accentuated in the 
case of the cable, depending on the amount and kind of the 
traffic? A. Yes, and depending on the location of the cables 
and where they go to. 
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Q. And depending- on the volume of westward traffic as 
compared with the volume of eastward traffic? A. That is 
always a very effective lever. 

Q. You indicated yesterday a fear of loss of revenue to 
your company by reason of Mackay Radio establishing a 
radio telegraph circuit to Norway. Have you calculated 
the system loss to the Mackay Companies by being excluded 
from the operation of this radio circuit or of being ex¬ 
cluded from the operation of other radio circuits to coun¬ 
tries like Sweden, Poland, and other places wheij-e a similar 
situation to Norway prevails? A. The Mackay Company’s 
loss? 

Q. Yes, the Mackay Company’s loss. A. You mean los¬ 
ing traffic they never had? 

Q. Have you calculated their loss in anv wav? We will 
come to that. A. No, that calculation id altogether 

1249 too deep for me. 

Q. I believe you testified a little earlier this morn¬ 
ing that there was a loss of traffic to the cable companies 
upon the establishment of the R. C. A. circuit^, a loss of 
traffic at that time. A. In certain cases. 

Q. There was a substantial loss to them in the case of 
Norway? You have seen the figures and tables here. A. 
Yes, that is quite so. 

Q. What is the total of the traffic handled by Commercial 
Cable and Western Union at the present time eastward to 
Norway? I can give vou that figure if vou want to check 
that. A. I will take your figures. 

Q. In words, for the first 10 months of this year as filed, 
170,093 words by Commercial Cable to Norway, and 302,015 
words by 'Western Union to Norway? A. That: is right. 

Q. Making a total of 492,088 words ? A. That is right. 

Q. In other words, Commercial Cable handles approxi¬ 
mately 38.6 per cent of the combined cable business for 
Commercial Cable and Western Union to Norway? A. 
That is right. ! 

Q. And Western Union handles approximately 61.4 per 
cent of the cable traffic of these two companies from New 
York to Norway ? A. From the United States to Norway. 

Q. On the reverse, westward, the Commercial 

1250 Cable Company figures as shown in the response to 
the questionnaire are 73,343, are they not? A. They 

are. 
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Q. And the Western Union, 55,512? A. Eight. 

Q. Making a total of 128,855? A. That is right. 

Q. Commercial Cable Company handling 56.9 per cent 
of the combined Western Union and Commercial Cable 
Company traffic from Norway to the United States, and 
Western Union handling 43.1 per cent of the combined 
Western Union and Commercial Cable Company traffic 
from Norway to the United States for this 10 months’ pe¬ 
riod? A. Yes. 

Q. During the same period, R. C. A. handled approxi¬ 
mately 90 per cent of the total communications from Nor¬ 
way to the United States, is that not true? A. Approxi¬ 
mately that is so. 

•i 

Q. Now, if you will look at your response to the question¬ 
naire dated December 14, 1935, the folded sheet which you 
introduced as an exhibit? A. Yes? 

Q. Your number of words to Norway from New York— 
A. (Interrupting) From the United States if I may cor¬ 
rect. 

Q. Yes. Of all classes for the first 10 months of 1935 was 
799,183; is that correct? A. That is correct. 

Q. And from Norway to the United States, the 

1251 total volume was 914,407 ? A. Right. 

Q. Equating the traffic to ordinary rate traffic, the 
equivalent number of words to produce the same revenue 
vou now receive would be how much? Have vou got that 
figured out? A. I don’t know. 

Q. Will you take a pencil and paper and do that little 
problem in arithmetic? 419,846 words at 4% cents, which 
is the amount which you obtained on the eastward traffic I 
think, according to your own exhibit. A. In other words, 
you have equated our words first, have you? 

Q. Yes, we did. But that is the equasion, and that will 
equal 18,893; is that correct? A. I don’t know. I would 
like to see your method of equasion first. 

The Chairman: Off the record. 

(Discussion off the record.) 

Mr. Wozencraft: There is no objection to the wit- 

1252 ness doing any mathematical sum which Mr. Kern 
desires worked out, but I think the record should 

show that the performance of the mathematical computa- 
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tion does not in any way admit that the figures which Mr. 
Kern has asked the witness to compute are correct, or sig¬ 
nify anything, or that the computation means anything. 

Mr. Kern: I am not asking him to admit tha|. We can 
prove the mathematics, and we can prove the correctness. 

By Mr. Kern: ; 

Q. I am asking only whether 419,846, multiplied by 4.5 
equals $18,893.07. A. I have no doubt it does, j But what 
does the 4.5 mean? | 

Q. 4.5 cents. A. Yes; but where did you get j that from? 

Q. I show you your division of tolls in youf response, 
and is not the net result of your division of tolls on east¬ 
ward-bound traffic that today under eastbound traffic you 
get about 4.5 cents a word? A. About 4.5 cents a word? 

Q. Yes, about 4.5 cents a word. A. You sajy you took 
4.5 cents? ! 

Q. Yes. A. Well, that is a computation which will take 
me a little time to make. I need about ten mijnutes to do 
that. j 

(Discussion off the record.) ! 

The Chairman: You gentlemen had better get to- 
1253 gether on your computations. 

We will take a recess for 10 minutes. | 

i 

(Whereupon a short recess was taken, after which the 
hearing was resumed as follows:) 


The Chairman: Have you gotten together on!your math¬ 
ematics ? j 

Mr. Kern: Mr. Chairman, it is impossible for the two 
rate experts to get together in a short recess hnd prepare 
a formula of equation. I am therefore going to offer these 
figures, subject to the correction of their rate 'experts and 
ours, and if they can agree we will give the corrected fig¬ 
ures. If they do not then each company can submit its own 
with the reasons therefor. j 

Mr. Wozencraft: Do you have a copy for u^? 

By Mr. Kern: I 

Q. I believe that before the recess we had determined 
the percentages of the Commercial Cable ajnd Western 
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Union and the combined Western Union and Commercial 
Cable and that traffic to Norway from the United States is 
38.6 per cent for Commercial Cable Company and 61.4 for 
Western Union Telegraph Company, and from Norway to 
the United States 56.9 per cent to the Commercial Cable 
Company— A. (Interposing) Western Union the last? 

Q. (Continuing) I had also asked you to assume for the 
purpose of this argument, subject to correction by your 
rate expert or ours, that the number of ordinary words 
that would produce the same revenue you now receive from 
Norway, as shown by your exhibit, namely, $18,893.07 at 4.5 
Gents would be 419,896, ordinary full rate words— 

1254 A. (Interposing) All right. 

Q. (Continuing) In the eastward direction; and 

that the amount that vou retain on eastward traffic at the 

* 

present rate of exchange is 4.5 cents; I also ask you to 
assume, subject to the same correction, that the number of 
words ordinary full rate traffic which would produce $92,- 
554.99, which vou would receive from your westward traf- 
tie, subject to the same correction, would be 474,641 words. 
Now, I will ask you to assume also if this traffic were 
handled by cable the amount that would be retained by the 
cable Eastward would be $9.86—9.86 cents— A. (Inter¬ 
posing) Not $9? 

Q. (Continuing) No; 9 cents and 86-100; and on 419,846 
words of ordinary full rate traffic, if that were handled by 
cable it would produce $41,396.81 in the eastward direction, 
and in the westward direction the 474,641 ordinary words 
at 24.86 cents, which is the amount which I ask vou to 
assume, subject to correct, which the cable companies 
would receive on westward traffic from Norwav if thev 
handled this traffic westward, and they would receive $117,- 
995.75, or a total to the two cable companies of $159,392.56. 
Now, if the Commercial Cable Company would handle 
approximately 38.6 per cent of the combined eastward 
cable traffic, if this were handled by cable, it would receive 
38.6 per cent of the $41,396.81, or $15,979.16, and if the 
Commercial Cable Company handled 56.9 per cent of the 
return westward traffic, which in dollars if handled bv cable 
would have been $117,995.75, and the Commercial Cable 
would have received $67,139.58. Therefore, if these 

1255 figures represent the amount of traffic which is 
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handled by radio that would have been handled by 
Commercial Cable, if radio did not exist, the loss of Com¬ 
mercial Cable Company is computed at a total of $83,- 
118.74. All those figures are offered subject to any correc¬ 
tion the traffic experts may make. On those |bases that 
would be the total amount calculated in that manner, would 
it not? | 

Mr. Kimball: Just a minute. I respectfully ask the 
Chair to instruct the witness not to answer that question 
until such time as counsel has had an opportunity to get 
the record and read it. I do not know what tlje question 
means, and I think it would be entirely embarrassing to me 
at least if he goes ahead and answers this question on those 
assumptions until we have had a chance to acquaint our¬ 
selves with the question. 

Mr. Kern: The witness was able to write these figures 
down. Counsel here well knows that many time^ questions 
are asked that other counsel do not understand, jiut I think 
the witness understood the question. 

Mr. Kimball: I know, but in a hypothetical question of 
that kind you must admit that the usual thing before ask¬ 
ing it is to pass a copy to the other attorneys sp they can 
follow the thing. I still make the same objection, and ask 
for that instruction. 

The Chairman: In what way will you be prejudiced, Mr. 
Kern, if the Chair does so instruct the witness? 

Mr. Kern: Not to answer? 

The Chairman: Not to answer at this time uritil counsel 
have had an opportunity to study the question, with 
1256 the understanding that the answer would cfome prob¬ 
ably this afternoon? 

Mr. Kern: I do not think it makes very much difference. 
I mean I think it is a matter that further questions will 
develop on, but if it is brought out in redirect I|may have 
one or two questions to clarify the point, that is all. That 
can be done later just as well as not. 

Mr. Wozencraft: As I understand it, Mr. Chairman, Mr. 
Kern has not asked a question. He has made a statement. 
Then at the end of his statement he asks “If everything I 
have said is true, isn’t it true”? 

The Chairman: The Chair understood at least one ques¬ 
tion Mr. Kern asked. The Chair has understood the ques- 
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tion was asked and it was put with an interrogation point 
at the end. 

Mr. Wozencraft: Yes, “If everything I have said is true, 
is it true”! 

The Chairman: This record will not be available until 
tomorrow, so the answer will be forthcoming on Monday 
rather than this afternoon. 

Mr. Wozencraft: I would like to suggest, if it is con¬ 
venient to the reporter, that that can be written out at 
noon. I assume Mr. Winterbottom’s cross-examination 
will be finished today, and T see no reason to drag him 
back on Monday. Mr. Reporter, will it be convenient for 
you to write that out at noon? 

The Reporter: Yes, Mr. Wozencraft. 

Mr. Kern: That is very satisfactory. 

Mr. Kimball: That is all right. 

By Mr. Kern: 

1257 Q. I believe yesterday on page 1058 of the record 
you stated that you had received a communication 

from Transradio in Spain, and read a photostatic copy of 
it in the record? A. Yes. 

Q. Are you a part stockholder of the Transradio Com¬ 
pany that has the European stations? A. We haven’t a 
dollar in the Transradio. 

Q. No interest whatever? A. No interest. 

Q. You are merely— A. (Interposing) A correspondent. 
Q. (Continuing) With contractual relations? A. Yes. 

Q. Who are the stockholders? A. I think a number of 
European companies. 

Q. And no American companies? A. I have never heard 
of any Americans interested in Transradio Espanola. 

Q. Then when they asked you to use influence with the 
State Department they relied on your company’s traffic 
agreement? A. Yes. 

Q. And business arrangements? A. Yes, sir. 

Q. This is entirely a different ownership than the Con¬ 
sortium stations in South America? A. Yes; it has no re¬ 
lation whatever to the South American stations. 

1258 Q. You stated you took no action on this request 
to go to the State Department. Did you in any way 

support them there? A. We did not. 
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Q. Do you know whether Western Union did! A. The 
letter speaks for itself. 

Q. You do not know of your own knowledge? A. I have 
no other knowledge. 

Q. On page 1077 of the record yesterday you made the 
point that both Postal and Western Union were free to 
transfer messages, routed messages, to the R. ! C. A. Do 
you believe that Postal and the Commercial [Cable and 
Western Union should be dependent on R. C. A.| C. to com¬ 
municate to points for direct radio service and destroy the 
possibility of successful cable competition? A. They are 
not dependent upon R. C. A. Radio. 

Q. Do you think they should be? A. No, I don’t think 
they should be under the present situation at $.11. 

Q. You stated that R. C. A. C.—this is page 1084 of the 
record—experienced this competition from all other 
American carriers to and from every point it reaches. 
You did not mean every other American carrier? Take 
Mackay Radio and Telegraph Company. You mean the 
American systems? A. I meant the American major 
carriers. 

Q. The systems? A. The American systems, yes. 

Q. In reply to a question of your counsel at page 
1259 1090 of the record you stated that you knew of no 
country on the Continent that would permit radio, 
telegraph and cable companies to go out and compete with 
each other to their own detriment for foreign business to 
the advantage of the foreign company for whose business 
they are competing. Have you given any further considera¬ 
tion to that? A. Yes, I have. I recall a company in Swit¬ 
zerland which is a Swiss company. I recognize that the 
via Commercial and via Western Union are [available in 
Switzerland. I think I spoke of the situation j.n England. 

Q. How about P. Q. and Radio France, isn’t there com¬ 
petition there? A. P. Q. and Radio Franc© have com¬ 
petitive routes to the United States, one of them being 
cable, and one of them being radio. 

Q. And if it goes by radio the amount of! the toll is 
divided with the R. C. A. of course, and leaves the French 
Radio less than the cable company would have received if 
it handled it itself, is that not true? A. The situation with 
the French Company would seem to me that when they 
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handle the message by their own cable system to New York 
the major portion of the tolls, perhaps no greater than that 
of the radio toll, would be retained by the French Com¬ 
pany. 

Q. Well, the normal situation where they own 100 per 
cent would be they would get the greater portion of the 
toll! A. But this is not that kind of a situation. On west¬ 
bound traffic from France when you deduct the American 
First Zone terminal tax, which that company has to 

1260 pay, almost invariably the amount remaining— 

Q. Under the present gold franc equivalent! A. 
No; I am not speaking in terms at all of the present gold 
franc equivalent either. The amount remaining to the 
French company is approximately the same by either route. 

Q. In the case of Marconi as a part of the British merger 
they have some radio rates that are lower than cable 
rates, do they not, to the same points? A. I believe to a 
few points in the Empire, the British Post Office, the 
original owners of those routes, radio routes, did establish 
a— 

Q. A preferential? A. —a small reduction in the radio 
tariff below the cable tariffs. I think those variations con¬ 
tinue even today. 

Q. As a matter of fact, they have abandoned some cable, 
have they not, for radio? A. I don’t think that is true. My 
last visit to their combined cable and radio central in Lon¬ 
don didn’t indicate to me that any of their cables had been 
abandoned. I was assured, I saw the figures, that by far 
the larger part of their communication business was being 
handled over their cables. 

Q. Is that true of Turkey from London? A. There may 
be sections in their great system. 

Q. Yes. A. Which for some peculiar reason have been 
either temporarily or perhaps permanently abandoned, but 
they are not major units of their cable system. 

1261 Q. Do you know of any other cases where cables 
have been abandoned? A. Oh, the famous case 

quoted of the cable between Seattle and Alaska which has 
been abandoned. That would be an interesting story too. 

Q. That was a Government-owned cable though? A. It 
was owned by the Signal Corps. 


FEDERAL COMMUNICATIONS COMMISSION, ETjAL. 765 
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By The Chairman: 

I 

Q. Do you know whether that cable has been abandoned, 

Mr. Winterbottom? A. It depends, Doctor, jpst what we 
mean by abandoned. It is laying there now. 

Q. Capable of use? A. I presume its terminal apparatus 
has dust on it, but after a few days of application of engi¬ 
neers the cable could be restored to first class Service. It 
perhaps is cheaper at the present time to leave it inopera¬ 
tive. 

By Mr. Kern: 

Q. On page 1093 yesterday in reply to a question of your 
counsel, and I will read the question and answet so as not 
to summarize it. A. All right, sir. 

Q. The question was: 

“Do you believe it to be in the public interest, in view of 
the Radio Act of 1927 and the Communications Act of 
1934, for a cable company to be permitted to compete with 
itself by radio?” 

“Answer: No, I do not. I have always feljt, and still 
feel that radios and cables are natural competitors 
1262 and should be kept that way.” 

Do you mean under no circumstances do you be¬ 
lieve in any kind of joint operation of cables or radio, or 
any amendment of legislation which would permit that, and 
that it should be a definite, permanent, fixed policy of the 
Government to that effect? A. No, Mr. Kern.; That an¬ 
swer was made by me to a specific question. The question 
I think was in view of the law as it exists at this time how 
do vou feel. 

* ! 

Q. Do you care to express your views under other con¬ 
ditions ? A. That is another question. As long; as the law 
remains as it does today, with no modifications, I am in 
favor of radio and cable competition, as separate units, and 
I am opposed, while the law reads as it does, to a cable 
company developing another arm of its own system, a radio 
arm, which clearly intends to dilute, and perhaps make use¬ 
less in a large measure its cable properties. If the law 
were different my answer I am sure would be different. 

Q. You believe that there should be only onb radio cir¬ 
cuit between any foreign country and the United States 
as the law now stands? A. Yes. 
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Q. You liave radio circuits to practically all the principal 
countries of the world, have you not? A. I think there is 
some exaggeration in that statement. I think if we could 
produce the equivalent piece of propaganda issued by the 
Maekav Radio Company to what vou have in front of you 
you would see that their system is also a very large 

1263 world-wide svstem indeed. 

Q. To Great Britain you have the only radio cir¬ 
cuit? A. Yes, Great Britain. 

Q. And to France you have the only radio circuit for 
general telegraph business? A. To Great Britain we have 
no cables, and the same is true to France. 

Q. You have the only radio telegraph circuit to Russia 
for commercial purposes ? A. Yes. 

Q. Poland? A. Yes. 

Q. Sweden? A. Yes. 

Q. Italy? A. From the United States, yes. 

Q. Madrid? A. What country? 

Q. I beg your pardon? A. What country? 

Q. Spain. A. Spain? Well, there were two there for a 
short time. 

Q. You have the only one now? A. At the present time 
there is only one. 

Q. Switzerland? A. Switzerland? There is one. 

Q. Czechoslovakia? A. There is one. 

1264 Q. And you think that you should be permitted 

to have the onlv direct radio circuit to those 

* 

countries? A. Yes, under present conditions I do. 

Q. You believe in practically a radio monopoly with 
those particular countries then, a monopoly of radio-tele¬ 
graph communications to those particular countries? 

Mr. Wozencraft: I think it is obvious that Mackay is 
handling business now— 

The Chairman (interposing): Let the witness answer, 
Mr. Wozencraft. 

A. To the countries that you have read? 

By Mr. Kern: 

Q. Yes. A. My answer would not be “Yes” to all of 
them. My answer would be “Yes” to many of them, par¬ 
ticularly the smaller ones. 
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Q. When you mean smaller you mean smaller in the 
sense of telegraphic traffic, and not area? A. ^es; I am 
not speaking geographically, no. 

Q. The paper that you referred to a moment ago as 
being in front of me was the R. C. A. Exhibit whiclh was the 
map that R. C. A. submitted as one of its exhibit^? A. And 
I suggested we have Mackay’s comparable mapj to place 
alongside of it. 

Q. Just for the record, when you referred to the paper 
in front of me, if you want to know, the paper you referred 
to was your exhibit. A. I knew what you had ih front of 
you. | 

Mr. Kern: That is all I want to ask on the 

1265 immediate cross-examination. j 

By The Chairman: 

Q. Mr. Winterbottom, there is a question I would like to 
ask you. Will you get before you this report ot your Ex¬ 
hibit A, the response to the Commission’s questionnaire? 
A. Yes, sir. 

Q. On the traffic from Norway to New York—j- A. (In¬ 
terposing) That is eastbound. 

Q. (Continuing) Pardon me. From New Yojrk to Oslo 
in the column on transmitted words— A. (Interposing) 
All right. | 

Q. (Continuing) The ordinary was 12,475 and the ur¬ 
gent 2,286. A. Yes. j 

Q. Or approximately one urgent to each five and a half 
ordinary words? A. Yes. 

Q. Now, in the reverse direction from Oslo to New York 
the same two items show ordinary received wordb of 41,603, 
and urgent 1,192. A. Yes. 

Q. Or, roughly, one urgent word to thirty-fivte ordinary 
words? A. That is correct. 

Q. Your testimony, I believe, was to the effect that the 
“kick-off” in Norway might be slower than the j “kick-off” 
in New York? A. No, that is not the factor at hll in there, 
Doctor. 

Q. What is the factor? A. The factor is this: 

1266 First of all, the number of ordinary wbrds is not 
very significant. It is a classification which during 

the past two or three years has been steadily dying, and the 
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reason I think you know is because of the introduction of 
the new classification CDE. So that leaves us I think per¬ 
haps with the question Why do we have 2,286 urgent words 
in the eastward direction, and only 1,192 urgent words in 
the westward direction, and is it due to some peculiar 
“kick-off”? The reason for it is simple. 

An examination of the 2,286 words urgent for a period 
of 10 months represents of course very few urgent words 
per day, but nevertheless we have every morning between 
the hours of 11 and 1 a few urgent messages going to Nor¬ 
way, the character of them being most urgent, because they 
are highly competitive in the business of ship chartering. 
The Norwegian is, perhaps, one of the greatest na- 

1267 tions in the world chartering its own ships to other 
countries. There is onlv a few minutes available 

in which to make and accept the bid upon the chartering of 
a steamship, and competition is very high. It is very 
largely in the eastward direction, American steamship 
agents offering bids to Norwegian steamship owners com¬ 
petitively for the charter of Norwegian boats. That has 
been going on for years. 

In the reverse direction the replies to those messages, 
because of the difference in time, are usually handled in 
good time by the ordinary or probably in the ordinary 
CDE classification. The need for urgency in the reverse 
direction on those ship chartering bids is altogether in the 
eastward direction, and not in the westward direction. 

Q. The same thing would explain the discrepancy on the 
CDE classifications as well there from New York to Nor¬ 
way? A. Yes. 

Q. It is about 1 to 2S2, and Oslo to New York it is about 
1 to 98. In other words, proportionately about three times 
as manv urgent to Norwav as from? A. Yes. The same 
reason that I have applied to the urgent ordinary of course 
applies to the urgent CDE. 

Q. And it is not because the Norwegian business man 
is getting better service at his end of the line? A. No. 

Q. Than the American business man is at his end of the 
line? A. Not a bit. It is the peculiarities of the type 

1268 of business. 

The Chairman: Mr. Arnold, any questions? 
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Cross Examination 
By Mr. Arnold: 

Q. Mr. Winterbottom, could you state for the Record the 
points with which RCA is operating at the present time 
from New York with respect to facsimile aijd picture 
service? A. Yes, sir. I hope you saw our pictures in this 
morning’s papers too. 

From New York to London, from New York to Berlin, 
from New York to Buenos Aires, and also of course in the 
reverse direction. 

Q. Can you answer the same question for address pro¬ 
gram material service? A. Address prograrb material 
service is carried on to and from New York with Belgium, 
Holland, Germany, France, Switzerland, Italy, Russia, the 
Soviet Republic, Norway, and Sweden. I want|the list to 
be complete. Have I forgotten some Europeafi country? 

Mr. Sandbach: Spain. 

By Mr. Arnold: 

Q. England? A. Spain and Portugal. 

Bv the Chairman: 

Q. Did you mention England? A. Pardon? 

Q. Did you mention England also? A. I left it out on 
purpose. It is not address. 

1269 When we work to the south we have had address 
program material from Brazil, from Argentina and 
Colombia and I believe Cuba. 

And in the Pacific area we have address program 
services from Hawaii used several times a day^ from the 
Philippines, from Japan, from Java, from Fijench Indo 
China, and I think that that completes the list. 

By Mr. Arnold: 

Q. Those points which you named in the Pacific, are they 
points operating from New York? A. No. I mbant to say 
that such program transmission service is concentrated, as 
the map shows the concentration of telegraph services, at 
San Francisco. 

Q. Can you name the points to which you are operating 
commercial printer circuits from New York? A. Com¬ 
mercial printer radio circuits? 
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Q. Yes. A. We are working commercial printer radio 
circuits from New York to London on two channel multi¬ 
plex principles. We are working—was your question 
limited to New York, Mr. Arnold? 

Q. Limited to New York, yes, sir. A. That is the an¬ 
swer. San Francisco is another area. 

Q. I believe that you have testified as to the points to 
which you are operating commercial radio telegraph multi¬ 
plex circuits? A. Yes. 

Q. I would like to have you explain in general the rel¬ 
ative cost of multiplex circuits, both as to their 

1270 initial cost and the operating cost. A. I am afraid 
my answer will have to be very general, Mr. Arnold, 

but— 

Mr. Wozencraft: May I suggest we have an engineering 
witness, and if counsel would prefer to ask that question of 
him he may do so. 

Mr. Arnold: Then we can pass that question. 

Mr. Wozencraft: May I also suggest that Mr. Winter- 
bottom mav wish to include the New York-San Francisco 
circuit in his answer to the previous question. 

The Witness: Yes; I would like to have had the last 
question completed when we were dealing with radio 
printter circuits, so that the picture might have been com¬ 
plete. 

By Mr. Arnold: 

Q. I am glad to have that in the record. A. In addition 
to the printer circuits between New York and London, 
which I have referred to, we also are operating a radio 
printer circuit from San Francisco to Honolulu, and from 
San Francisco to Seattle. 

The multiplex question I think perhaps Mr. Latimer can 
give much more worth-while information on that. 

Q. Very well. Is there any address program material 
traffic handled to or from Oslo by R. C. A. C-? A. Yes, sir. 
We have handled programs from Oslo, Norway, the last 
that I have recollection of being a Sunday program with a 
choir of singers several weeks ago. 

Q. There is no great demand for that service at present? 
A. The service of program handling, and I should 

1271 say for the greater accuracy of the record that 
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occasionally address programs come from the point of 
origin by wire to a transmitter in another country. Some¬ 
times they are direct and sometimes they are somewhat in¬ 
direct. 

The type of service we are discussing is comparatively 
new. Our records for the past three or four yearb indicate 
a growth of approximately 50 per cent above that of the 
previous year. 

I believe I stated in my report, in my statement of yes¬ 
terday morning, that we had handled during 1933 or 1934, 
207 foreign programs. I think I am quite correct in saying 
that in 1935 we handled in excess of 500 such foreign ad¬ 
dress programs. The interest is growing. 

Q. Is the interest equal in Oslo to what you have stated 
to be the general interest ? A. If I understand your ques¬ 
tion, correctly, Mr. Arnold, the interest in international ad¬ 
dress program material is far greater in the United States 
than it is at the other end of the circuits, by which I mean 
there is a greater interest in the United States in listening 
to programs from foreign lands than there seems to be on 
the part of foreign lands to listen to some of our radio pro¬ 
grams. 

Q. Would there be equal demand for such service on the 
Norway circuit, however, with what exists on other cir¬ 
cuits? A. Oh, I think so. Norway is particularly an im¬ 
portant circuit for future expansion of international pro¬ 
gram transmission material, because I think it is 
1272 safe to say that next to Great Britain Norway is the 
one country in Europe where the English language 
is almost as universal as their own. And that helps very 
materially in the preparation and production of interna¬ 
tional broadcast programs. 

Q. Does the transmittal of program material interfere 
with the normal use of radio-telegraph circuits in any way? 
A. No, normally it does not. Our experience to date has 
not shown that it interferes at any time with the normal 
use of our transmitters for telegraph purposes. Many pro¬ 
grams, indeed perhaps the larger number of them, taking 
the year through, are scheduled for week end delivery, or 
transmission, at which time the use of our transmitting 
and receiving facilities is at a very low ebb. 

Q. Do you handle facsimile and picture service to or 
from Oslo? A. No, sir. 

i 

i 

i 
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Q. Is there any potential demand for such service? A. 
I think the demand for picture service is growing very 
rapidly all over the world. Europe today is criss-crossed 
by picture circuits, and there is never a day passing, even 
in Norway, without facsimile pictures being in their news¬ 
papers. The demand for that type of service is growing, 
as I say, rapidly all over the world. 

I don’t think it will be long before there is a demand on 
the part of Norway at least from us for the installation of 
apparatus capable of providing a picture transmission 
service, so that they can have pictures from the 

1273 United States and we can have them directly from 
Norway. 

At the present time it is necessary for them to send 
their pictures from Oslo down to London by airplane, at 
which point they are placed upon our facsimile circuit. 

Q. Does press traffic require special consideration in the 
matter of speed in handling? A. Yes. The demands of the 
press are very exacting indeed. 

Q. Does it ordinarily have to be transmitted within a cer¬ 
tain specified time after filing? A. Well, the gentlemen of 
the press are always talking about the deadline that the 
presses begin turning, and before which their material 
should be delivered. And very often they leave the com¬ 
munication companies very little time indeed to dispatch 
the story so that it will arrive in good time before the 
presses do commence to turn. 

Q. Would you class it then with urgent messages in the 
respect of the requirement for speed? A. No, I could not 
class it, strictly speaking, in the urgent classification. I 
think it is provided in the regulations that it has equality 
at least with the full rate or ordinary classification, which 
is a superior class. It is in the first classification provided 
for internationally, an urgent classification for press, so 
that if the press wishes to have complete priority in the 
transmission of their press material there is a classification 
available for that service. 

Q. Could such a traffic be handled from the point of view 
of the requirement of time by the cable system 

1274 under present conditions? A. The press traffic? 

Q. Yes. A. Oh, yes. The cables handle a vast 
amount of press traffic. 
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Q. Are the cables fast enough to meet the speed require¬ 
ments? A. Yes, certainly. 

Q. To Norway? A. Oh, to Norway? Yes, I think so. 
The cables are fast, Mr. Arnold, and they have very great 
capacity. And even under the pressure of a ver!y heavy 
press story indeed it is the simplest matter in the world to 
break the story up into two or three sections and send it on 
to the cables and make excellent time with it, and tjhere are 
ample facilities beyond London. 

By Mr. Royce: 

Q. May I ask does that relate to Norway aboiit which 
you are speaking now? A. Yes, sir; yes, sir. The question 
was Norway. 

I 

By Mr. Arnold: 

Q. To what foreign points, if any, does R.C.A. normally 
operate more than one radio-telegraph circuit for public 
paid message traffic at the same time? A. Oh, I think the 
circuit which is operated the most frequently on! several 
frequencies, two or three frequencies, would be ouij service 
to Great Britain, where the volume is very considerable in¬ 
deed. 

I think the same can be said of our circuit to 
1275 France, and occasionally to Germany. 

Facilities are very flexible, and are sometimes 
used for short periods of time in the late part of the day 
for an hour or two by using several channels in qrder to 
quickly move the traffic to that country during q period 
when ether conditions are particularly good. 

Q. Could you tell us approximately, if not exactly, how 
many circuits are operated to those points? A. To Lon¬ 
don, France and Germany? 

Q. Yes. That is, I mean with reference to cases where 
more than one circuit is operated. A. Oh, I think that 
happens at least every day, Mr. Arnold. 

Q. Does it also happen with reference to Norway? A. 
No. It would be rare indeed for us I think to use two dif¬ 
ferent circuits to Norway simultaneously. I don’t recall 
hearing of any such occasion. 

Q. With how many foreign points, in your opinion, can 
one commercial radio-telegraph circuit be successfully 
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operated? A. Oh, it depends entirely upon the amount of 
traffic that has to be moved to those countries at about the 
same time. It is quite easy to take two or three small 
countries which have intermittent flow of traffic and very 
little traffic indeed, and get a fair degree of service by 
utilizing one transmitter. Yet the same principle applied 
to important circuits with heavier volumes of traffic would 
be highly detrimental to the service rendered to 

1276 those places. 

Q. How many hours daily is the Oslo service 
available to the public via R.C.A.C.? A. 24 hours a day at 
New York. That is in the United States. But the Nor¬ 
wegian administration, I am told the record shows, closes 
down for 1 think about an hour during their night, and do 
it rather regularly. And when I visited their stations I 
found out perhaps the reason. They close shop for the 
time being while everybody has their coffee. So that with 
that break service is continuous. 

Q. How long has R.C.A.C. continuously maintained or 
operated radio-telegraphic service for the general public 
between the United States and Norway! A. Since date we 
opened the circuit, and I read that into the record yester¬ 
day. 

Q; And that is the record, that it has been continuous 
since that date? A. There has been no interruption of any 
kind, no practical interruption of any kind. 

Q. I believe, Mr. Winterbottom, that you testified as to 
the number of engineers which were employed in research 
by your company? A. Yes, sir. 

Q. Did your answer include only engineers employed by 
R.C.A.C.? A. I have some exact figures which I shall be 
glad to give you for the year 1935. 

The total number of people employed wholly in our re¬ 
search laboratories, of which we have three devoted 

1277 exclusively to radio communication problems, is 52. 

Mr. Latimer, is that correct, or 54? 

Mr. Latimer: It is 56. 

The Witness: 56. 

By Mr. Kern: 

Q. You say “we”. Do you mean your company, or do 
you mean the parent company too ? A. I am speaking now 
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of the personnel on the payroll of R.C.A.C. Inc., ip its three 
laboratories, who devote their entire time to research in 
communication problems for the benefit, immediate benefit, 
of R.C.A. Communications, Inc. 

There are in addition at our vacuum tube factory, owned 
by the R.C.A. Radiotron, Company, 188 research engi¬ 
neers, devoting their entire time to the improvement in 
vacuum tubes and the uses to which vacuum tubbs can be 
placed, which benefit of course in turn is enjoyed by the 
communication company of R.C.A. 


In addition to that group there is another large group 
located at Camden, New Jersey, the home of the R.C.A. 


Victor Company. And I find that for the year 1985 R.C.A. 
Victor had on its payroll 516 engineers devoted entirely to 
research problems in all phases of radio broadcasting, 
facsimile, television, and allied subjects. 

And I also find N.B.C., National Broadcasting Company, 
has a small research group of its own of 15 men. 

That is the personnel. If you would like the ambunt that 
each of those corporations spent in 1935 for research in 
radio, I have it, and shall be glad to give it to you. 


1278 By Mr. Arnold: 


Q. We will be glad to have it if you care to read it into 
the record. A. R.C.A. Communications, Inc., $350,000. 

R. C.A. Radiotron, $1,377,600. 

R.C.A. Victor, $1,369,000. 

N.B.C., $90,150. 

Making a total for 1935 spent on research and develop¬ 
ment of radio $3,087,450. 

(At this point a number of questions were aske^ by Com¬ 
mission counsel, Mr. Arnold, of the witness, which were de¬ 
cided by the Chairman to be of a confidential nature, and 
the reporter was directed to physically strike th|em from 
the record, after which the examination proceeded as fol¬ 
lows:) 

By Mr. Arnold: 


Q. Would you describe the variation in volume of traffic 
handled between New York and Oslo over the regular 24- 
hour period, first in the summer, and then in thb winter? 
A. The variation in the volume? 
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Q. Yes; including traffic through New York, destined or 
received from other points. A. The volume of course in 
the summertime and the wintertime is about the same. And 
the peak filing hours are about the same, I think, in the 
wintertime and the summertime. I don’t know whether we 
have prepared a graph. It is a very simple graph to pre¬ 
pare. But in general I will say eastbound that there 

1279 is nothing doing of any kind to Norway before 10 
o’clock in the morning, New York standard time. 

The number of messages that are filed with R.C.A. Com¬ 
munications, Inc., between 10 in the morning and 4 in the 
afternoon probably does not exceed 5 per hour. 

The bulk of the traffic comes to us after 4 o’clock in the 
afternoon, and by 7 o’clock in the evening, New York time, 

I think it is safe to sav that it is all in. 

* 

There would be little or no traffic filed after 7 or 8 o’clock 
at night until 9 o’clock the next morning. 

The Chairman: Does that complete your answer? 

The Witness: Eastbound, yes. 

The Chairman: We shall recess until 2:00 o’clock. 

(Whereupon, at 12:35 o’clock p.m., a recess was taken 
until 2:00 o’clock p.m. of the same day.) 

1280 Afternoon Session 

(The hearing was resumed at 2 o’clock p. m., pursuant to 
adjournment.) 

The Chairman: Mr. Arnold? 

Mr. Arnold: Mr. Kennedy has a few questions of Mr. 
Winterbottom. 

Whereupon—W. A. Winterbottom having been previously 
sworn resumed the stand and testified further as follows: 

Cross-Examination 

By Mr. Kennedy: 

Q. Mr. Winterbottom, I believe the R. C. A. C. was in¬ 
corporated in 1929, was it not? A. Yes, that is right. 

Q. Did it succeed what was then known as the Traffic 
Department of the Radio Corporation of America? A. It 
did. 

Q. At the time of the incorporation, was there included in 
the transfer from R. C. A., the Radio Corporation of the 
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Philippines? A. Yes. That was a small 100 per dent sub¬ 
sidiary at the time and was turned over to R. C. A. Com- 
* 

munications, Inc., and about a year later it was cotnpletely 
dissolved and made a branch office of R. C. A. Conimunica- 
tions, Inc. 

Q. It is then dissolved? A. It is then dissolve^, that is 
right. I think its name has been retained for a period to 
prevent some other company or competitor possibly taking 
the same name. 

1281 Mr. Wozencraft: Do you know whether or not the 
corporation entity has actually been destroyed and 

the charter surrendered, or whether it is simply inactive? 

The Witness: It is inactive, and I believe is still!in exist¬ 
ence for the purpose of safeguarding the old name of the 
company. 

By Mr. Kennedy: 

Q. Wliat is the Marconi Telegraph Cable Company, In¬ 
corporated of New York? A. That is a small Company 
which was organized I think in 1914 for the purpose if 
necessary of obtaining rights of way in the City of New 
York to connect our radio stations to our city offices. 

Q. Is it operating? A. It is still in existence. 

Q. It is a 100 per cent subsidiary? A. It is 100 per cent, 
and to the best of my knowledge it has no activitjy of any 
kind for many years. 

Q. What is the Cuba Transatlantic Radio Corporation? 
A. The Cuba Transatlantic Radio Corporation isj a small 
radio communication company organized in Cuba about 
1928. ; 

The Chairman: I believe we have in the room U former 
representative of that company at the International Con¬ 
ference, haven’t we? 

The Witness: It immediately became a correspondent of 
R. C. A. Communications, Inc. I believe they bought their 
equipment from us. They got into financial difficulties very 
shortly thereafter, and R. C. A. Communications, Inc. took 
a very substantial interest in the company’s affairs, 

1282 and I think today it is practically a 100 per cent sub¬ 
sidiary of the R. C. A. C. | 

Q. To what points does this company have service? A. 
To New York and to New Orleans. I am not surd whether 


| 

! 


778 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

it continues schedules with Spain, but it used to have service 
with Spain. 

Q. Doesn’t it have with Berlin? A. It used to have a cir¬ 
cuit to Berlin, and I am not sure again whether it maintains 
schedules or whether they have been discontinued. I rather 
think it has been discontinued. 

Q. It is still on your map that you have here. A. From 
Habana to Berlin? 

Q. Yes. A. Business in Germany has been rather poor. 

Q. What is the connection of R. C. A. to the communica¬ 
tions company at Bogota, Colombia? A. The radiotele¬ 
graph operations in Colombia are carried on under the 
name of the Marconi Wireless Telegraph Company of Co¬ 
lombia. In that enterprise, R. C. A. Communications, Inc. 
has a 50 per cent interest and responsibility of managing 
the enterprise. The other partner in that activity is known 
as Cables & Wireless, Ltd. 

Q. Of England? A. Of England. 

Q. So it is a 50 per cent ownership of American interests 
and 50 per cent English? A. Exactly. Managed and oper¬ 
ated by R. C- A. C. 

Q. Was it organized on that basis? A. No, it was 
1283 originally organized as a 100 per cent subsidiary of 
the English Marconi Company. 

Q. Do you know what time approximately that Mackay 
started to serve Bogota as a point of communication? A. 
By radio? 

Q. Yes. A. I would like Mr. Stone’s help if he can 
give me the date. 

Mr. Stone: I think it is 1930, but it is in the record. 

The Witness: It is three or four years ago, according to 
my recollection. I think the name of the company operat¬ 
ing the radio in Colombia is not the Mackay Radio. I think 
it is the All-America Cable Company. 

Mr. Stone: That is correct. 

By Mr. Kennedy: 

Q. Does that station of the All-America Cable Company 
communicate with New York? A. Oh, ves. 

Q. Then it is strictly competitive with your station? A. 
It is highly competitive with our radio circuit from New 
York to Colombia. 
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Q. Are there any other places which are competitive in 
foreign communications between Mackay or its Associated 
companies, that is radio competition with R. C. A. C.? A. 
Yes, there are a great many. I wonder if I could borrow 
the Mackay Radio Company’s equivalent map? 

Mr. Stone: I do not happen to have one with me; I am 
sorry. 

1284 The Witness: All right. Mackay Radio competes 
with R. C. A. C. to Cuba where they carry bn I think 
under the name of the Radio Corporation of Cuba. They 
also compete with R. C. A. Communications, Inci by radio 
to Colombia as I have just indicated; also to Pefu, also to 
Chile and also to Buenos Aires, Argentine, also, according 
to the testimony the other day actually or just! about to 
Brazil, planning to Haiti—I think it is expected to do that 
within a very short time. 

Mr. Stone: That is in the record, yes. 


The Witness: That is in the record. And Puerto Rico, 
Mr. Stone? 

Mr. Stone: That is in the record. 

The Witness: It is in the record that you are? 

Mr. Stone: No, that we may sometime in the future. 

The Witness: All right. Eliminate Puerto Ribo, please. 
Would you like to go to Europe? That was Soutlj America. 


Mr. Kennedy: If you can give them in a moment, yes. 
The Witness: Mackay Radio competes with R. C. A. 
Communications, Inc. to Austria. 

The Chairman: Do you have a circuit to Ausfria? 

The Witness: I beg your pardon; thank you. Kindly 
strike that. 

To Honolulu from San Francisco. 

To the Philippines from San Francisco. 

To Japan from San Francisco. 


To China from San Francisco. 


And of course in addition to that, we have the direct 
cable competition of the other members of the Mackay Com¬ 
panies. 

1285 The Chairman: Is there competition between 
Honolulu and Manila? 

The Witness: There is competition between Honolulu 
and Manila, yes, sir. 

i 

i 

! 


i 

| 
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Mr. Wozencraft: Mr. Stone advises that the Bogota cir¬ 
cuit was opened in 1931. You wish to correct the record. 

The Witness: The exact date of the opening of the Mac- 
kay Radio station in Bogota, Colombia was 1931. 

By Mr. Kennedy: 

O. Is there anv difference or will there be anv difference 

V 4/ V 

between the Maekay competition in South America and in 
Europe? A. There is a vast difference between the type of 
competition furnished by the Maekay Radio Company to 
South America and that proposed to Europe. 

In the first case, we have complete competition in every 
sense of the word between two American companies operat¬ 
ing in the United States and two private companies operat¬ 
ing at the other ends of the circuits. The great difference, 
the fundamental difference between that situation which is 
also found in the case of Honolulu and Manila, is the fact 
that in the proposed European services, while two American 
companies will be competing and operating at the American 
end against each other, they find themselves both in the 
same administration’s office of one government department 
in the European countries. 

Q. That is not true of any of the South American points ? 
A. That is not true at any one of the South American 
points or at the points in the West Indies. 

1286 Mr. Wozencraft: Before you leave South America, 
did vou indicate that we were working to Peru ? Mr. 
Stone got the impression that you did, and if you did I am 
sure that you would wish to correct the record. 

The Witness: I did not intend to indicate that we were 
competing in Peru. I think the question was to give a list 
of the names or locations of the Maekay Radio circuits to 
South America first. 

Mr. Kimball: Did I understand that there are two com¬ 
panies on the Honolulu and Manila ends of the circuits? 

The Witness: There are at least two companies at those 
ends of the Pacific circuits. In Honolulu, we have at least 
three American Companies, in fact we have four: R. C. A. 
C., Maekay Radio, Commercial Pacific Cable, Globe Wire¬ 
less, which makes four, and I now recall a fifth, Press 
Wireless; and the competition from the United States to 
the Philippines again is of the same type, that is separate 
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private companies operate together at the distaht ends of 
the circuit. j 

In Manila, we have again the Commercial Pacific Cable 
Company, the Mackay Radio Company, R. C. A.j Communi¬ 
cation, Inc., Globe Wireless, and also I believe t()day Press 
Wireless. There is an entirely different type of competition 
to that which we have been discussing in connection with 
Norway. 

Mr. Wozencraft: Mr. Kennedy asked you if there was 
any point in South America where here was aj single ad¬ 
ministration which handles the telegraph business of that 
country. I am informed that Dutch Guiana is the one ex¬ 
ception. Perhaps you may wish to correct your testi- 
1287 mony. j 

The Witness: I did not understand the question 
so, but if that be true, that would be the answet. 

Mr. Kennedy: That is the sole exception, as I under¬ 
stand it? | 

Mr. Wozencraft: Yes. 

Bv Mr. Kennedv: 

w * 

Q. Does R. C. A. C. own any stations or have iany interest 
in any foreign stations I should say, with the exception of 
the Cuban station and the one in Colombia? A. Yes, R. C. 
A. C. owns almost within one or two per cent I think, of the 
complete control of Cuba Transatlantic Radio Corpora¬ 
tion. It owns and operates its own stations in Puerto Rico 
and Haiti and in Santo Domingo. It has a 50 per cent in¬ 
terest with Cables & Wireless in the communications opera¬ 
tions in Colombia. It has a 25 per cent interest in what 
has been called the Consortium Companies, which are na¬ 
tional companies, in Chile, Argentine and Brazil. The com¬ 
pany in Chile is known as Transradio Chileanh. The com¬ 
pany in Argentine is known as Transradio Internationale, 
and the company in Brazil is known as the Compangne 
Brazileiro Radio Telegraphique. 

Those are our interests in South America, IVIr. Kennedy. 

Q. Does R. C. A. C. have any interest in ahy European 
stations? A. No, R. C. A. C. has no financial interest of 
any kind in any place in Europe. 

The Chairman: That applies as well to Rj. C- A.? 

The Witness: I am speaking of communication interest. 
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The R. C. A.? 

1288 The Chairman: Yes. Is the answer the same as to 
R. C. A. ? 

The Witness: As far as the communication enterprises 
are concerned, the answer would be the same; neither R. C. 
A. nor R. C. A. C. have any financial interest in any com¬ 
munication property or enterprise in Europe. 

Bv Mr. Kennedv: 

9/ * 

Q. Yesterday, Mr. Winterbottom, you introduced an ex¬ 
hibit I believe it was numbered 19, showing the number of 
diversions? A. Yes. 

Q. I think there were 37 for Norway? A. That is right. 

Q. That was for the first 10 months of 1935, wasn’t it? 
A. For the first 10 months of 1935. 

Q. Do you know or have you any way to tell whether or 
not that is a fair average of performance over that circuit 
for a period of years? A. Yes, I would say that is a very 
fair average indeed of the Norwegian circuit covering a 
period of months. Probably as far back as ten years at 
least. 

Q. On your Exhibit 14 which gave the number of mes¬ 
sages and revenue for the years 1920 to 1935, inclusive, or 
ten months of 1935, you give that in messages. Do you 
know any conversion figure that could be used to break that 
down into words and get a fair idea of what the number of 
words is? A. Yes, we had a very stable factor, al- 

1289 though the factor changes every few years and makes 
it necessary for us to produce a new calculation usu¬ 
ally once about every six months, but prior to the introduc¬ 
tion of the C. D. E. classification, which I think was in 
1934—prior to 1934 we used to have a very stable factor in 
averaging the number of words in messages. It used to be 
12.5. It fluctuated a little, but that was a pretty accurate 
figure. 

Q. Do you think that still holds? A. No. In the figure 
for 1934 and 1935, the number of words has increased sub¬ 
stantially because the code words are only half as long as 
they used to be. They are five-letter words now instead of 
ten-letter words. It has thrown all of our calculations out. 

Q. In that same exhibit you give the operating revenue? 
A. Yes. 
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Q. We have a similar exhibit from Commercial Cable 
Company and one is to be furnished by the Western Union 
which gives the revenue as gross. What is meant by operat¬ 
ing revenue in this exhibit? 

Mr. Kimball: They are both the same, aren’t they? 

The Witness: This righthand column shows our operat¬ 
ing revenue as reported in our filings with the Commis¬ 
sion at par. 

By Mr. Kennedy: 

Q. It means the actual receipts then for those messages? 

A. Yes. 

1290 Q. That is what I wanted to find out. A. That is 

right. That statement is correct, Mr. Comptroller? 
Please do not let me make a misstatement there. 

Mr. Hill: It represents the operating revenue that we do 
report to the F. C. C. The exchange factor is not taken 
into consideration in the figures that are contained in this 
exhibit. 

Bv Mr. Kennedv: 

Q. Then it would be a considerable difference i in these 
figures and the gross revenue actually received, wouldn’t 
it ? A. I understand the difference will be approximately 7 
per cent. 

Mr. Hill: For the years 1934 and 1935. 

The Witness: For the years 1934 and 1935. i 

Mr. Kimball: Mr. Kennedy, what figures are ijhere you 
would like to have? 

Mr. Kennedy: The further gross. 

Mr. Kimball: I think that is what you are going to get 
without having to amend the request. 

By Mr. Kennedy: 

Q. Will you explain what you mean by the 7 per cent? 
A. The 7 per cent I understand on the last two years would 
be the profit on exchange over and above the figures which 
are shown there. 

Q. Have noticed any difference in speed eastward and 
westward on your traffic to and from Norway? A. The dif¬ 
ference in speed? 
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1291 Q. Yes. A. Do you mean the difference in the 
ability of the Norwegians to communicate with us as 

compared with our ability to communicate with them? 

Q. The actual transmission speed from the time the mes¬ 
sage is filed until it is received in your office in New York, 
and the same going eastward. A. No, I do not think there 
is any appreciable difference. 

The Chairman: Do you have the Norwegian filing time, 
Mr. Winterbottom? 

The Witness: Every message which we receive from 
Norwav bears the filing - time and the date, as do ours in the 
reverse direction. 

By Mr. Kennedy: 

Q. Have you noticed any difference in the speed? A. No, 
we have not noticed any difference in the speed of service. 
The only difference, which is minute, might be the tempo¬ 
rary difference in the actual working speed of the circuit at 
a particular moment, by which I mean, we might be trans¬ 
mitting to Norway at half past two this afternoon at 35 
words per minute, while he in return and simultaneously is 
sending to us at a speed of 25 words per minute, which 
makes no difference whatever as a practical matter. 

Q. You heard Mr. Coggeshall’s testimony on the differ¬ 
ence in speed of cable circuits in eastward and westward, 
did you not? A. Yes. You are speaking of cable circuits 
between Norwav and London? 

1292 Q. Yes. A. I did. 

Q. As a radio man, do you know any explanation 
for that? A. My recollection of the testimony was that all 
of the messages sent from Norwav routed via either West- 
ern tJnion cable or Commercial cable are sent from Norway 
to London over a cable jointly owned and jointly operated 
by the Norwegian and British Government, and in the re¬ 
verse direction manv of the cable messages of the cable com- 
panies are sent to Norway over the cable system of the 
Great Northern Telegraph Company. 

I believe the testimonv indicated that the messages from 

* V—7 

Norwav to London seemed to move a little more slowlv than 

% ft' 

messages from London to Norway. It is difficult to be sure 
just what the reason might be. 
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I rather suspect, myself, that the private company, the 
Great Northern Telegraph Company operates a little more 
speedily perhaps than the two governments operating their 
cable. 

Q. Do you think that the Norwegian Government prefer¬ 
ring radio service to cable service would have anything to 
do with it? A. I do not. I think the Norwegian Govern¬ 
ment operates its terminal stations in Norway ancl its rout¬ 
ing and traffic offices equally fairly on all routes to all 
centers. I think messages handled by the Norwegian 
Government routed via Commercial Cable or Western 
Union Cable or any one of the other 14 routes which 
3293 they publicly advertise in all of their tariff books 
are given equal and fair treatment at all times, and 
no better and no worse than thev give to their radio cir- 
cuit to the United States. 

Q. Has Exhibit No. 12 showing the trends in imports 

and exports to and from this country with Norway,—have 

vou made anv similar studies in other countries as com- 
* « 

pared with the rise and fall of communication business to 
and from that country? A. This particular study of course 
was specially selected for this hearing. I have studied the 
import and export figures of this country with many coun¬ 
tries with which we have telegraphic service, ovier a great 
many years. Our company, as other companies too I think, 
are members of Chambers of Commerce, the Norwegian 
Chamber of Commerce, the Swedish Chamber of Commerce, 
the German Chamber of Commerce, and so forth, and all 
of those Chambers make a special feature monthly of calling 
our attention to the volume of imports and exports passing 
between the United States and their particular country. 

I have noticed, as I stated yesterday, a very glose move¬ 
ment indeed between the volume of communications traffic 
and the fundamentals upon which it rests, that is the im¬ 
port and export business of the country, because when you 
say “exports and imports of a country,” you say also ship¬ 
ping, insurance, banking, financing, and it is all included in 
the general activities surrounding the import and export 
of our commodities. 

There arc other small factors which enter in occasionally, 
but in the main those fundamentals are sound. 
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1294 Q. In your opinion, would a serious depletion in 
revenues in foreign communications both radio and 

telegraph, have any bearing upon the domestic rates of 
those same companies? A. No, I don’t think so, Mr. Ken¬ 
nedy. They have always been treated quite separately and 
distinct. 

Q. Isn’t it true that you have competition, that is radio¬ 
telegraph competition, to certain European points, in a 
certain class of traffic, and I have reference to Press Wire¬ 
less? A. Yes, Press Wireless has established quite a num¬ 
ber of services between New York and Europe, and also be¬ 
tween New York and points to the south, Cuba, I think 
Mexico, and possibly other places, and also across the 
Pacific to Hawaii and the Philippines. 

Q. Have you made any studies to see the effect of that 
competition in Press communication to those points? A. 
Upon our activities? 

Q. Yes. A. We have made no special studies. We have 
seen our press business reduced, particularly to Hawaii and 
the Philippines. 

Mr. Kimball: Is there anv rate differential between 
Press Wireless and R. C. A. ? 

The Witness: Yes, Press Wireless does operate at rates 
which are considerably lower than the press rates quoted 
by R. C. A. C., Inc., and also the press rates quoted by the 
other large carriers. 

1295 By Mr. Kennedy: 

Q. Is there any form of communication that the radio¬ 
telegraph companies can furnish that the cable companies 
cannot with the exception—or is there any exception? A. I 
do not know of any talking service such as voice transmis¬ 
sion for program service that can be handled over any long 
distance submarine cable at the present time, and I doubt 
whether it ever will be carried on the cables, which at the 
present time rest on the bed of the ocean. It may be pos¬ 
sible some day to lay an entirely new type of cable be¬ 
tween this country and Europe or the Far East over which 
we shall be able to talk, but it is not here yet. 

Neither have I seen so far any true facsimile or photo 
radio service carried over in the submarine cable services. 

Q. Those are the only services then which you have men- 
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tioned that your company furnishes in the international 
field that are not competitive with cables, is that tfue? A. 
Yes, I think that is true. 

Mr. Kennedy: I believe that is all, Mr. Chairnjan. 

Mr. Arnold: Just one question, please. 

Cross-Examination 
By Mr. Arnold: 

Q. Mr. Winterbottom, a question was asked you;concern- 
ing the cost of multiplex circuits, which was pajssed for 
another witness. A. Yes. 

Q. Could you, I wonder, describe for us the advantages 
of multiplex operation in so far as the public is concerned? 
A. Multiplex operation by radio is comparatively new in 
a commercial sense. Much still remains, I believe, 
1296 to be done with it, but at least so far we are able to 
say that as far as the public is concerned, utilizing 
radio communication, multiplexing gives to the transmis¬ 
sion a remarkably high degree of secrecy which ordinary 
radio transmission unfortunately does not possess.^ That is 
brought about by the mixing of two or three messages which 
are being transmitted simultaneously in such a fashion that 
it is practically impossible to decipher them in their passage 
through the ether unless one has at the distant Receiving 
station or a receiving station, highly complicated apparatus 
to untangle the scramble and sort that out once a^ain into 
three messages. That is a very distinct advantage for the 
public; and beyond what I stated earlier this morifing, that 
we are pushing forward to add it to many more of our cir¬ 
cuits. 

The next promising step I believe will be the installation 
on those multiplex channels of printing apparatus which I 
believe will give the public even a higher degree of jaccuraey 
than is now obtainable by manually operating methods. 

Q. Is there less or more delay involved in the uise of the 
multiplex printer operation? A. There is no delay involved 
at all. There is no difference at all in the method of opera¬ 
tion of a circuit multiplexed than in the method of opera¬ 
tion of a circuit not multiplexed. Under similar conditions, 
"•iven a thousand words to transmit on a multiplexed cir- 
cuit or on a circuit which is not multiplexed, the thousand 
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words would arrive at the ultimate destination at about the 
same time. 

1297 Q. And there would be less delay in case a number 
of messages were filed at the same time? A. That 

is true. 

Q. What is the situation with reference to the number of 
operators required. A. You mean using the multiplex or 
non-multiplex methods ? 

Q. Yes. A. There is very little difference between the 
two methods. To illustrate what I mean, we may assume 
that a circuit has a feed capacity of 150 words per minute. 
That is about three times the normal operating capacity or 
ability of an average operator. Therefore, to keep it full 
will require three operators at the sending end, three oper¬ 
ators at the distant receiving end, or six men. If the circuit 
is multiplexed, we get out of the multiplexing, three chan¬ 
nels of 50 words each per channel. Each channel being 
taken care of by a single man at 50 words per minute at 
each end. So once again we have six operators operating 
the three-channel multiplex service. 

Q. Does it require more highly trained operators? A. 
Not more highly trained. The problem is, especially if we 
proceed further with automatic printers, that some of the 
personnel may be less highly trained, while I must admit 
there is an offset that to keep and maintain multiplexing 
apparatus itself in first-class operating condition does re¬ 
quire some new and highly skilled people. 

1298 Q. Will the development of multiplex and printer 
work tend to lower the rates eventuallv? A. Eventu- 

ally I think they will, yes, sir. 

Mr. Arnold: That is all. 

The Chairman: Mr. Wozencraft? 

Mr. Wozencraft: As requested, the reporter has written 
out the quite long hypothetical question of Mr. Kern on 
cross-examination. I wonder if the Commission would like 
to have that disposed of before I take the witness on re¬ 
direct? 

Mr. Kimball: There is a mistake in the figures there. 
(Discussion off the record.) 

The Chairman: All of you gentlemen have seen the ques¬ 
tion now. What is the most expeditious way of handling 
it? 
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Mr. Wozencraft: It is a part of his cross-exaJnination 
which he left unfinished, and I thought he would like to 
finish it before I took the witness on redirect. 

The Chairman: Is that satisfactory to you, Mr. Kern? 

Mr. Kern: Yes. There is one mistake in the typewritten 
figures which I read. I read the $61,139.58 and ijt should 
be $67,139.58. That makes a difference in the addition from 
$77,118.74 to $83,118.74. Our rate experts have not been 
able to get together, so I have no further questions until 

thev have had a chance to do that. 

► 

Mr. Kimball: I want to see it. 

Mr. Kern: Then you can go ahead with your questions. 

1299 Redirect Examination 

By Mr. Wozencraft: 

Q. I hand you a copy of the long hypothetical question 
asked vou bv Mr. Kern on cross-examination involving a 
number of figures with relation to what he believes to be 
possible cable revenues under other circumstances. J Do you 
know whether or not any of the figures in that question or 
in that series of questions is accurate? A. No, I do not, 
and I have just heard that one important group is inac¬ 
curate. 

I 

Q. Do you know whether or not any of those figures mean 
anything? A. I don’t know what they mean. 

Q. Are you willing, without committing yoprself to 
whether or not the figures have any meaning, simply to give 
Mr. Kern a grade of 100 on his arithmetic? A. Aff;er it has 
been checked again. 

Q. Now, Mr. Winterbottom, if anybody was i;o figure 
what cable revenues would be without R. C. A. j competi¬ 
tion, shouldn’t they figure them at 35 cents a word instead 
of 24 cents a word, because that is what they were;and pre- 
sumablv would have remained had it not been for R. C. A. 
C. communication? A. I think that is a very fair |question. 
At the rate of 35 cents per word between Norway and the 
United States that existed for very many years indeed, and 
I do not know that it would have been reduced had not the 
radio competition been introduced at that time. 

Q. The testimony introduced here shows; that the 

1300 out payments for the cable companies on Norway 
traffic before R. C. A. C. inaugurated service was 10 
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cents a word on full rate words, does it not? A. Yes, that 
is correct. 10 cents beyond London. 

Q. 10 cents beyond London? A. That is right. 

Q. And the cable companies have their operating ex¬ 
penses in Europe, the other end of the circuit, in the United 
States, do they not? A. I feel quite sure it costs almost 
as much to operate the European terminals of their cables 
as it does their New York terminals. Perhaps the wage 
scale in Europe may be a little lower than the New York 
wage scale, but those expenses are certainly large and 

would have to be deducted from anv assumed income which 

* 

the cable company might wish to show on cable transmis¬ 
sion revenues between New York and Noi’way routed 
through London. 

Q. Then in round figures, the difference in the payout by 
the cables before R. C. A. inaugurated direct radio-tele¬ 
graph service to Norway, and after R. C. A. C. did inaugu¬ 
rate that service, was payment by R. C. A. to Norway of 12 
cents a word, and out payments by the cables of 10 cents 
plus whatever a fair allocation of operating expenses in 
Europe is. Is that right? A. It is quite true. 

Q. Then the difference is, isn’t it, that while the pay-out 
was the same, R. C. A. accepted 11 cents a word less for 
transmitting the messages and gave the public the benefit 
of that 11-cent reduction? A. That is the practical 
1301 effect of it and exactly what has happened. The rate 
was reduced from 35 to 24. The public got the im¬ 
mediate benefit of the 11-cent reduction. The Scandina¬ 
vians got about what they had been receiving before, and 
R. G. A. received approximately the same amount that the 
cable companies would have shown net in their operation 
between New York and London. 

Q. Less 11 cents? A. Yes, less 11 cents. 

Q. You testified this morning, Mr. Winterbottom, some¬ 
thing about the difference if any exists between the time 
which elapses between the pick-up and the transmission of 
messages by R. C. A. C. and the cable companies. I am not 
sure that I completely understand your answer. Will you 
state the facts as to that situation? A. I am not sure either 
that I completely understood the question, but the pick-up 
situation of R. C. A. C. is as follows, especially in connec¬ 
tion with traffic to and from Norway. 
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In New York City we have some 12 or 13 offices, and in the 
rest of the country 11 more. In addition to that, we have 
the service of the Western Union at all of its many offices, 
not only in New York City but throughout thfe country. 
We also have pneumatic tubes from their office td ours, and 
also from the office of the Postal Telegraph Company to our 
office. We have several hundred private wires to Important 
users which terminate in our central office. The time of 
pick-up, so-called, from a customer, either in New York City 
or through the United States, should not be and I 

1302 do not think is any less rapid than that of the Com¬ 
mercial Cable Company or the Western Ujnion Tele¬ 
graph Company to its central traffic distribution!cable. At 
that point I think our disposal of traffic is fully ajs expediti¬ 
ous as that of the larger carriers. 

Q. Then you would say that as far as the elapsing of time 
is concerned, you believe that R. C. A. C. and dommercial 
Cable Company are probably equally efficient? | A. There 
can be very little difference, and I think that on the aver¬ 
age our pick up service and our disposition of traffic is quite 
as effective and quite as rapid as either of the larger com¬ 
panies. 

Q. Mr. Kern on his cross-examination referred to the pat¬ 
ent situation and to the operation of the Sayvilffi station to 
Germanv. Do vou know whether or not as a matter of fact, 

V mi ! 

whether the Savville German circuit was operated only 
after all direct communication with Gennany by! cable had 
been interrupted, therefore if anybody wanted to communi¬ 
cate with Germany by telegram it was necessary; to use the 
Savville station? A. The cables which connected Germany 
with the rest of the world were cut on the night' of August 
4th, 1914, and the Sayville station was built after that time 
and was completed, I think, shortly before the United States 
entered the war. It was taken over by the Nayy Depart¬ 
ment at that time and operated by the Navy Department for 
commercial use, I believe, for two years or mhre, during 
which time, as Mr. Kern stated this morning, large profits 
were shown on the operation of that circuit. 

It was easy to make profits on that circuit, as I 

1303 frequently stated, because there was no other means, 
as far as the United States was concerned, of com¬ 
munication with Germany. The rate was uniformly 36 cents 
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per word. And delay was not a very serious matter to the 
people who had to get messages into Germany. 

During that period it was not unusual for the Sayville 
statiori to have messages on the hook waiting to be sent, any¬ 
where 1 from four to seven davs old. So that there was 

•/ 

plenty of traffic to send, the rate was very high, and it is 
not surprising that that circuit, inefficient as it was, was 
able to show some profit. 

Q. It was inefficient, as I understand it, before the navy 
got hold of it. After the navy got hold of it, were a great 
many patents available to the navy, and a great deal of ap¬ 
paratus available to the navy in the operation of the Say¬ 
ville station? A. Yes, the station itself when taken over 
was not particularly effective. Improvements went on from 
time to time, and patents which were available were utilized 
in connection with an entirely new and improved receiving 
station which was part of the circuit and which was located 
at Bar Harbor, Maine. Without that, the service would 

have been very difficult indeed. 

* 

Q. I think this record shows and we all know that during 
the war the radio patents of all groups were available to 
the navy. I think the record also shows it, but in view of 
the cross-examination this morning' will vou state again 
briefiv and definitelv whether or not the radio patent 
1304 deadlock came into being again after the war? A. 

Yes, it certainly did, and it was not until the most 
important of those patents were again made available by 
the Radio Corporation, were we able to render a truly com¬ 
petitive commercial communication service. 

Q. There was some reference this morning to Czecho¬ 
slovakia. Is Mr. Briggs going to give us, when he testifies, 
the additional information which he has which sheds light 
on the situation with Czecho-Slovakia at the time Czecho¬ 
slovakia indicated an interest in additional revenues after 
the arbitration ? A. I shall be glad if he does so, because he 
has been there before and since, and probably has informa¬ 
tion which I do not possess. 

Q. But there is some more of the story to be told? A. 
Yes. 

Q. There has been reference here to addressed program 
service from Oslo. Does that phrase mean the point to point 
transmission of broadcast programs for delivery by the 
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telegraph communications carrier to a broadcasting com¬ 
pany for rebroadcasting? A. By the radio telegraph car¬ 
rier, yes. 

Q. Does R. C. A. C. handle addressed program^ service 
transmissions from a very substantial number off its cor¬ 
respondents? A. Yes, sir, most of them. There are one or 
two perhaps that are not yet fully equipped. 

Q. And if the circuits of R. C. A. C. to any of those cor¬ 
respondents were closed down, would that addressed pro¬ 
gram broadcasting service be available to the Unitejl States ? 
A. Yes, that would cease simultaneously. There is 

1305 no technical reason, so far as the R. C. A. <D. is con¬ 
cerned, why each of its circuits cannot very quickly 

indeed be made to carry international broadcasting pro¬ 
grams. 

Q. On cross examination this morning Mr. Kern 4eveloped 
the fact that the Federal Radio Commission had | given to 
Mackay a license to operate to various foreign countries. 
You testified previously, I think, to that question, that since 
the Interstate Commerce Commisison exercised no practical 
control over the cable companies, that there was practically 
no control of the international radio-telegraph companies 
except in so far as use of frequencies was concerned, is that 
true? A. That is true. 

Q. Do you know of any instance in which any responsible 
company wanted an available frequency for communication 
to a foreign country, that the Federal Radio Cojmmission 
refused to grant the application? A. No, the Federal Radio 
Commission was always very liberal, and I do nof know of 
any case where an applicant was denied a license or a fre¬ 
quency to communicate anywhere that he desired! to, espe¬ 
cially in the international field. 

Q. Do you know that this Commission has indicated that 
it expects to set for hearing the applications of R.j C. A. C., 
Mackay, and other companies for renewal of licences to op¬ 
erate to foreign points with which there is no actual com¬ 
munication at this time? A. Yes, I understand ithere are 
quite a number of licenses which seem to be inactive, 

1306 and a hearing is to be held shortly to review that 

situation. j 

I 

Q. Do you feel that the passage of the Communications 
Act of 1934 and the creation of this Commission with a man- 
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date to establish an American communications policy, com¬ 
pletely changed the situation from what it was before the 
passage of that Act ? A. Yes, I certainly do, and I think we 
are headed in the right direction now. 

Q. You have in response to Commission counsel’s ques¬ 
tions referred briefly to the consortium companies in South 
America. A. Yes, sir. 

Q. Will you state very briefly how those consortium com¬ 
panies happened to come into being and why R. C. A. C. is 
a stockholder in radio-telegraph companies operating in 
South America in which European administrations or com¬ 
panies are also interested? A. Yes. That goes back to 
about 1918 or 1919, and maybe 1920. I had occasion to go 
down through that territory twice, seeing whether or not 
we could obtain rights to establish radio communication 
with the United States from these countries, and I found 
over in Argentine and also in Brazil, European companies 
had been there before us and had obtained concessions to 
establish communication not only with their own countries, 
but France—a French company was down there already. 
A German company was already there and had already 
partly built a very high powered station in Buenos Aires, 
and the English Marconi Company also had conces- 
1307 sions, and they were active, and it seemed at that time 
that if four great companies, including the American 
company, were each to build most expensive long wave sta¬ 
tions—and that is all we knew anything about in those days 
—that it would be an absurd waste of money, an economic 
waste, a waste of frequencies which were even then scarce, 
and also it did not look as though the available business 
would support such a wonderfully elaborate combination of 
stations. 

Out of all of that came, and I believe Admiral Bullard re¬ 
ferred to it in the letter which you placed in the record 
yesterday, out of it came the idea, why not pool our respec¬ 
tive interests and produce national companies in those 
countries under a consortium plan? In that consortium, as 
the result, we have an equal interest on the part of the 
French, the German, the English and the Americans. The 
stations have been built along that plan and are rendering 
excellent competitive service to the United States and also 
to the countries in Europe which I have named. 



FEDERAL COMMUNICATIONS COMMISSION, ET All. 795 

Q. Of course, in the Argentine company and perhaps in 
the others, there is a substantial private capital participa¬ 
tion? A. Yes, they are national companies, and the na¬ 
tionals of Argentine, and the same is true in Brazil, have 
quite a financial interest in those enterprises. 

Q. You have stated that only long wave radio telegraphy 
was known at that time. How much would the erection of 
separate long wave stations by B. C. A. C. in each of these 
South American countries have cost at that time ? A. 

1308 I think it is safe to say that in 1919 or 192(j, each of 
those four interests in order to build a station in each 

of those South American countries to effect communication, 
would have spent at least one million dollars each in each 
locality. That wouid have been four million dollars in each 
country, and in those three countries alone would appar¬ 
ently have been about $12,000,000. 

Q. Has it ever been that there was enough traffic to jus¬ 
tify any such expense? A. Never. Not in South America. 

Q. In the consortium, is there an American chairman who 
has the absolute power of veto over the action of afiy major¬ 
ity or group which he deems contrary to the public interest 
of the United States ? A. Yes, that is true. The jffiairman 
is an American, and he has those powers. 

Q. And he is not connected with the Radio Corporation 
of America, is he? A. He is not connected with the radio 
industry at all. 

Q. So that in the set-up of the consortium companies, 
there is an independent American chairman with a great 
power of veto over the three European interests, even 
should they agree and should the independent American 
chairman deem the proposed action contrary to tiie public 
interest of the United States? A. That is correct^ 

Q. Did the consortium set-up have the definite Approval 
of Admiral Bullard? A. It certainly did. 

Q. At the time he was sitting with the R. C. A. 

1309 board at the direction of President Wilson? A. That 
is true. 

I 

Q. Are there any countries in South America where any 
companies has a monopoly for northbound radio-telegraph 
communication to the United States? A. Yes, in I^eru. 

Q. Ecuador? A. I believe it is true in Ecuador. 

Mr. Kern: Are you speaking of a legal monopoly or prac¬ 
tical? 
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Mr. Wozencraft: I meant legal monopoly. I meant con¬ 
tractual legal monopoly, where it was absolutely ironbound 
and copper riveted, as I understood it. 

Mr. Kern: If the witness is testifying on legal monopoly, 
I think the witness should produce the documents on which 
his testimony is based. 

Mr. Wozencraft: We have not got the documents, and I 
am unwilling to ask you for them. His testimony is that it 
exists, and if you want to controvert it with the records, all 
right. 

The Witness: The contract which I have heard about, and 
it may have been changed in recent times, of the All Amer¬ 
ica Cable Company in Peru— 

The Chairman: (interrupting) How familiar are you with 
that? Sufficiently so to take up our time with it, Mr. Win- 
terbottom ? 

Mr. Wozencraft: I think he can finish it in two minutes. 

The Witness: It simply had a provision in it pro- 
1310 hibiting communication to the north by any other 
company. 

Q. Than what company? A. Than the company holding 
the concession, the All America Cables. Whether that 
clause is in the concession today, I don’t know. 

Mr. Kern: It has been amended in the last year or so, 
hasn’t it? 

The Witness: That may be quite true. 

Mr. Wozencraft: I did not know that, or I w'ould not have 
brought it up. 

By Mr. Wozencraft: 

Q. There has been some discussion, Mr. Winterbottom, 
as to the automatic traffic provisions of the proposed 
Mackay contract with Norway. Contracts expire from time 
to time, don’t they? A. The older contracts used to be of 
quite some length. They were very frequently of ten, 
twenty and even of twenty-five and twenty-eight years, but 
within recent years the renewals are all of very much 
shorter periods, some of them even three years, and none 
that I know of for more than five years, so that they do 
come up rather frequently for renewal. 

Q. With frequent renewal dates ahead, where two com¬ 
peting direct radio-telegraph circuits are operating to a 
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foreign country having a single telegraph administration, 
would there be competition between the American com¬ 
panies as to the securing of a new contract and a better 
arrangement and larger traffic? A. Yes, there would 

1311 be competition that much more frequently. 

Q. Would you designate that as cutthroat bidding 
by United States Companies for foreign traffic? A. It could 
easily be that. 

Q. Would it almost necessarily be that? A. ij think it 
would. 

Q. This morning you were asked by Mr. Kern whether 
or not you believe in a monopoly of radio-telegraph com¬ 
munications to certain countries. I endeavored to make an 
observation and objection which I do not think would have 
been objectionable to the Chair if I had been able to finish 
it, but the Chair, not knowing what I was going to do, 
admonished me to have you answer the question, and in 
view of the admonition I thought prudence was the better 
part of valor and let it ride at that. It was my feeling then 
that the question did not give the witness an opportunity to 
make a complete answer and was more or less on the order 
of “Have you stopped beating your wife?” 

Mr. Winlerbottom, do you believe in a monopoly of radio¬ 
telegraph communications to any country? 

A. There is no radio monopoly. 

Q. There is not? j 

Mr. Royce: I ask for an answer to the question, 

By Mr. Wozencraft: 

Q. Do you believe there should be a radio-telegraph 
monopoly in communications to any country? Aj. That is 
a question which I believe must be determined by; the Fed¬ 
eral Communications Commission. 

The Chairman: Do you mean that we should de- 

1312 termine your opinion? 

The Witness: No, sir. 

Bv Mr. Wozencraft: 

* 

Q. Let us go at it in this way: Is there any country to 
which there are not alternate radio-telegraph routes? A. 
No, by means of existing radio telegraphic routes^ competi¬ 
tion is available to any country. 
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Q. You have testified that there are 14 alternate routes 
listed by Norway. Are some of those routes radio and 
some cable! A. From Norway, at least six of the alternate 
routes are competitive radio routes. 

Q. And the rest are competitive cable routes! A. The 
rest are competitive cable routes. 

Q. So that as a practical matter, is there any country to 
which there now exists from the United States a monopoly 
of radio telegraph communication! A. No. By the use of 
existing competitive radio circuits, one can reach any 
country. 

Q. Now, do you think that there should be a monopoly of 
radio telegraph communication to any country! A. I have, 
I think, made my position quite clear, and I will repeat it 
again, that where we have situations as exist between the 
United States and South America, where we have two or 
more American companies competing in the United States 
with two or more other private companies in South Amer¬ 
ica, I have no objection at all to competition. The 
1313 same is true as to Hawaii and as to Honolulu. 

Q. Isn’t there competition wherever there are al¬ 
ternate routes! A. There must be competition wherever 
there are alternate routes. 

Q. And there are alternate routes to all points! You have 
stated that, have you not! A. I have stated that. 

Q. So that there is competition to all points! A. There is 
competition. 

Q. And when there is competition, there is not a monop¬ 
oly, is there! A. There cannot be. 

Q. Do you believe there should be a radio-telegraph mo¬ 
nopoly to any country ! A. No. 

The Chairman: Let me ask you a question at that point, 
Mr. Winterbottom! 

Mr. Wozencraft: I would like to finish it. I think I will 
cover it if the Chairman will permit me. 

The Chairman: All right. 

Bv Mr. Wozencraft: 

Q. Now, Mr. Winterbottom, it is a fact, is it not, that 
there are some countries in which the telegraph administra¬ 
tion or a single telegraph company controls the telegraph 
business of the country. Is that right! A. That is true. 
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Q. And there are other countries in which there are two 
or more telegraph companies? A. That is true in 

1314 many countries. 

Q. And many countries in which there are two or 
more radio telegraph companies? A. Yes, sir. 

Q. Now, will you state your attitude and that of the 
R. C. A. Communications, Inc., as to the existenc^ of more 
than one direct radio telegraph circuit from the United 
States to countries in which there are two or more [telegraph 
companies? A. The attitude of the Radio Corporation un¬ 
der such circumstances has been not in opposition to com¬ 
petition. We have it and we have had it and we have not 
opposed it. 

Q. You have stated that you do object to cutthroat com¬ 
petition between American companies for the business of 
an administration controlling the entire telegraph business 
of the country of that administration, have you not? A. 
That has been the burden of my story. 

Q. Direct parallel radio-telegraph competition? A. Com¬ 
petition at the American end, and a governmental single 
organization at the foreign end. 

Q. What is the position of R. C. A. Communications, Inc. 
as to competition by two companies operating direct radio 
telegraph circuits from the United States to countries where 
there is a single telegraph administration or company con¬ 
trolling the entire telegraph business of that country? A. 
We believe if that is permitted, it will result to the detri¬ 
ment of our American communications, and entirely to the 
benefit of the foreign administration. 

Q. Why? A. Because of the fact, as we halve clearly 

1315 put it in the record before, that the American com¬ 
panies, while competing in the United States for their 

t raffic, will at the distant end, compete against each other 
for the favor of the foreign administration and for the 
routing of the business or traffic in the hands of the foreign 
administration in bulk form. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Winterbottom, is the alternative of 
that, then, that you believe the R. C. A. Commrjnications, 
Inc. should have a monopoly of the direct radio-telegraph 
circuits to those countries you have just mentioned? 

Mr. Wozencraft: Mr. Chairman, I object to the jise of the 
term “monopoly”. The Chair has stated in order No. 12 
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that counsel was permitted to object, even to a question by 
the Commission, and I do object to the word “monopoly”, 
because it can be bandied about on the hill and in the news¬ 
papers, and it does not truly represent the situation as we 
understand it to be. 

Our understanding of what a monopoly is, is that if you 
are going to send a telegram to a country with which there 
is a monopoly, you have to send it over a certain route. 
That is not true in any country in the world today. 

I think in fairness to the witness and to this respondent, 
the Chair should reframe the question, asking the witness 
as to his views as to the existence of one or more direct 
radio-telegraph circuits from the United States to foreign 
countries where there are single administrations. I 
1316 do not think the Chair ought to put the witness in 
the position of having to state that he believes there 
should or should not be a monopoly when in the opinion of 
the witness and of the company there could not be a monop¬ 
oly. 

The Chairman: The Chair has no objection to dropping 
the word “monopoly” from his question. Mr. Winterbot- 
tom, is it your opinion, then, that only one American com¬ 
pany should have a direct radio circuit to a country where 
the foreign communications are in the hands of a single 
administration or company? 

The Witness: Yes, in the best interests of the United 
States and our communications service, I do believe that 
to be so. 

The Chairman: And then does it follow that were R. C. 
A. C. has a direct circuit to such a country, that R. C. A. 
should have the only direct circuit to that country ? 

The "Witness: As has been stated in the record, many of 

these agreements are of very short term duration. The 

one in Norway has only a short period of time to run—I 

think within a vear or two. There is no assurance at all 

* 

that the correspondent to Norway after that time will be 
R. C. A. Communications, Inc., and the entire matter, I 
believe, Doctor, is now in the hands of the F. C. C. for de¬ 
termination as to the best and the right thing to do in the 
public interest and in the protection of those forward-look¬ 
ing American communications policies that we have been 
advocating for so long. 
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The Chairman: We shall recess for ten minutes. 

(At this point a short recess was taken) 

The Chairman: Mr. Kimball? 


1317 Cross Examination 

By Mr. Kimball: j 

I 

Q. Mr. Winterbottom, do you agree with what has been 
stated a number of times in this hearing to be a working 
rule as to the number of messages eastward and ivestward, 
that is to say, for four messages delivered eastward three 
are sent back in return? A. I have heard that Expressed 
several times. I don’t think it is a rule that works in all 
areas and at all times. 


Q. Do you think it is a rule normally worked with respect 
to Norwegian traffic ? A. It seems to be, yes. 

Q. And considerable testimony has been introduced here 
in trying to determine an explanation, first, so far as the 
cable companies are concerned, as to the great difference 
in the volume of traffic westbound as compare^ to east- 
bound. That can be accounted for in small part, ban it not, 
by the application of the working rule which has been tes¬ 
tified to here? A. Yes, it can. 

Q. Now, with respect to the cable companies, can not the 
balance of the deficiency of westbound traffic be accounted 
for by us as reasonable men, knowing that the Norwegian 
administration controls the bulk of the traffic afid are in¬ 
terested in sending it via a route from which it gets a 
greater proportion of the through rate? A. Ye^; I think 
the record proves that. 

Q. And that would, would it not, account for the 
1318 situation which you find in connection with your own 
company, which is entirely different than in connec¬ 
tion with the cable companies, to wit, that you have a larger 
volume of westbound traffic than you do eastbound? A. Yes, 
our eastbound traffic is much less than our westbound traffic. 


Q. Now, would you say that the cable service to Norway 
via Western Union was poor, fair, good or excellent, con¬ 
sidering the needs of the traffic? A. I would say your ser¬ 


vice to Norway is excellent. 

Q. Hasn’t it been your experienec that you do pot realize 
quite as much in the way of speed of service westward as 
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you do eastward? A. I stated that I had not made a per¬ 
sonal examination of the elapsed time on Norwegian traffic, 
that is, from the time of filing to the time of reception in 
New York, or the time of delivery. But I have not heard 
of any marked difference eastward or westward. It may 
be so, but only an examination of a fair number of actual 
days would give me the information to answer your ques¬ 
tion. 

Q. Do you as a working rule in your company have ob¬ 
servation periods with respect to the flow of traffic each way 
on each of the circuits which you operate? A. Yes sir, hour 
by hour. 

Q. But you don’t recall what the observations with respect 
to the eastbound and westbound Norwegian traffic show, do 
you? A. I do not. 

1319 Q. And if the cable service via Western Union is 
excellent, and if there is any difference in speed so 
far as radio is concerned versus cable, I take it it would be 
your opinion that that advantage of speed in considering 
the kind of traffic involved would be negligible, is that right? 
A. I don’t think the difference would be appreciable. 

Q. Is it true that even if in given instances radio trans¬ 
mission westward was speedier than the cables that there 
are certain disadvantages, such as weather disturbances, 
in connection with radio transmission, which are more fre¬ 
quent than breaks in the cable. A. That may be a factor. 
Of course, there are periods on the radio circuits when no 
radio circuit has anything like the uniform capacity and 
the uniform speed that your cable circuits possess. 

Q. Then we come back, do we not, to the same proposition 
as before, talking only as to Norway, that the facilities are 
adequate, and the service which is being offered by the 
American companies engaged in that service is commen¬ 
surate with the class of traffic that is submitted to it for 
transmission in both directions? A. That is my opinion. 
And the volume of traffic available, as is proven into the 
record, is so small that it could hardly be otherwise with 
the great amount of facilities available to that particular 
service. 

Mr. Kimball: That is all. 

The Chairman: Mr. Kern? 
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1320 Mr. Kern: No further questions. 

The Chairman: Any further questions oil Mr. Win- 
terbottom? 


(No response.) 

That is all, Mr. Winterbottom. Thank you. 

(Witness excused.) 

Mr. Wozencraft: I will call Mr. Briggs. j 

Whereupon Loyd A. Briggs was called as a Witness on 
behalf of RCA Communications, Inc., having been duly 
sworn was examined and testified as follows: 

I 

Direct examination 

By Mr. Wozencraft: 

Q. Have you stated your name for the record, Mr. Briggs? 
A. I have done so. 

Q. What is your position? A. European comnkunications 
manager of RCA Communications, Inc. 

Q. How long have you been with the company? A. Since 
its formation. 

The Chairman: Speak a little louder. 


By Mr. Wozencraft: 

Q. Mr. Briggs, as European representative of RCAC, 
have you had any conferences with the officials off the Tele¬ 
graph Administration of Czecho Slovakia? A. I have had 
a number of conferences with different officials. 


1321 Mr. Kern: A little louder, please. 

By Mr. Wozencraft: 

I 

Q. Will you state briefly in your own words ydiethere or 
not at any of those conferences a revision or change in the 
contract of Czecho Slovakia with RCAC has been suggested, 
and the circumstances surrounding it? A. Very j briefly, the 
situation there as to competitive endeavors of the two large 
radio companies has been the much the same as jit has been 
elsewhere; that is, the conversations, discussibns, corre¬ 
spondence and general contact between the government, ad- 
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present circumstances in my opinion always will consider, 
that the two companies are competing with each other to 
get the traffic of that country, that it is not only within the 
capabilities of the Telegraph Administration of the country, 
but also that it is the national duty of the Telegraph Ad¬ 
ministration officials to obtain from either American com¬ 
pany whatever they can of material advantage to their own 
country in making an original contract, in operating under 
that contract, and in negotiating with either company, or 
between the two companies for the renewal of the contract, 
or its substitution by another. 

The Czecho Slovakian situation became a bit different 
from that in other countries because of the arbitration case 
which we have heard about. The result of that arbitration 
in practice and in the minds of the administration 
1322 officials there, as indicated to me by subsequent con¬ 
tact with them, was not to preclude the possibility of 
a competing circuit being established, but merely to put an 
additional competitive difficulty in the way of the establish¬ 
ment of that circuit. 

The offers which we had heard about before the arbitra¬ 
tion case concerning revision of our terms of association 
with them were continued after the arbitration for two rea¬ 
sons; one, that there was still a practical possibility of 
another circuit being established, provided the difficulties 
which were surmountable had been overcome; and the sec¬ 
ond reason, perhaps even more important, was that the 
Czecho Slovakian contract was not a long term contract, 
and we all knew that in a very few years it would have to 
be renewed, or substituted by another contract, either with 
us, or another company; and at that time the relations 
which had existed during the life of the first contract would 
have a great deal to do with the attitude of the administra¬ 
tion when it came time to renew the contract, or to make 
another. 

In consequence we have constantly standing before us the 
request of the Czecho Slovakian administration to make 
what they term a counter-proposal to proposals which they 
seem to have in their possession from the Mackay Com¬ 
pany, and tentative terms of the counter-proposal which the 
Czecho Slovakian administration would like to have pro¬ 
posed to them much more specifically than anything we 
ever attempted to place before them actually. 



I 

! 
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Q. Take Switzerland, is it a fact that uptil three 

1323 of four years ago Switzerland had no direct radio 
telegraph service to the United States? A. That is 

true. 

Q. Did RCAC and Macky both attempt to establish a di¬ 
rect radio-telegraph service from the United States to 
Switzerland? A. Both companies were negotiating with the 
Swiss company for the establishment of a direct circuit with 
New York. 

Q. Was RCA offered the opportunity to establish a par¬ 
allel competing circuit with Mackay? A. I did hot myself 
handle the negotiations that led up to the establishment in 
the first case as to the initial establishment of the RCAC cir¬ 
cuit. However,— 

Q. (Interposing) Who did? A. Colonel Reber handled 
that question. . 

Q. And Colonel Reber? A. And Colonel Rebfer was at 
that time the European representative of the conipany. 

Q. And now 7 ? A. Colonel Reber died a few years ago. 

Q. All right. A. I w 7 as associated with him during a con¬ 
siderable period of time, and to an extent took over the 
work which he had been handling with those administra¬ 
tions, and had knowledge from him directly of thb situation 
as it existed at that time. 

Q. In 1934 did you conduct any conferences or handle 
any negotiations with Switzerland? A. l^es. Dur- 

1324 ing 1934 I handled some negotiations with the Man¬ 
aging Director of Radio Suisse. 

Q. State, if you know, whether at that time the Interna¬ 
tional System was endeavoring to establish a direct parallel 
competing Mackay circuit from the United States to 
Switzerland? A. If I am to believe Doctor Rothen, and I 
do believe Doctor Rothen, who was and is the Managing 
Director of that company, and also from other Confirming 
circumstances, it is true that the International (Telephone 
and Telegraph Company for Mackay Radio was attempting 
to arrange for a circuit between New York and Switzerland. 

Q. Describe as briefly as possible and in your own words 
any conversations between you and Doctor Rothen that you 
think would be of interest to the Commission as shedding 
light upon the international competitive situation ? A. Gen¬ 
erally speaking, the conversations with Doctor Rbthen were 


t 
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to the effect that he had a proposal from a competitive com¬ 
pany, and he desired to have a counter-proposal from my 
company which would give him sufficient material, financial 
advantage, over the situation as it existed at that time to 
make it unnecessary for him on behalf of his company to 
erect the necessary stations and incur the operating expense 
and undergo the difficulties in the way of embarrassment in 
attempting to be a partner to two competing partners at 
the same time. 

Q. As a result of those conversations was there any 
change in the RCAC Swiss contract? A. As a re- 

1325 suit of those negotiations there was a change, which 
amounted to an acceptance, or just actually an ac¬ 
ceptance of the terms which Doctor Rotlien himself pro¬ 
posed after our initial discussions. 

Q. Take Holland? A. I think I should add in the ease of 
Switzerland that Doctor Rothen got substantially the mate¬ 
rial concessions or advantages which he was after. He did 
not get possibly all he asked for. Possibly he got all he 
hoped to get, because he is a good business man, and car¬ 
ried on his negotiations probably on a trading basis, as one 
would expect. 

Q. He is a good business man and an honorable and de¬ 
voted officer of his company? A. Oh, quite so. His methods 
were entirely open and above reproach. There was nothing 
to criticize in the methods. I am not criticizing him for 
making the best bargain he could for his own company. 

Q. Is the Swiss Government interested in the Suisse 
Radio Company? A. The Swiss Government has a sub¬ 
stantial interest in the Suisse Company, and is represented 
on its board of directors. 

Q. Take Holland; does RCAC operate a service with Hol¬ 
land? A. RCAC has operated a direct service with Holland 
for something like ten years; I have forgotten the exact 
date. 

Q. State as briefly as possible, and in your own words, 
any facts which in your judgment may be of in- 

1326 terest to the Commission as shedding light upon 
the international competitive situation as to any con¬ 
ferences or negotiations which you have had with any rep¬ 
resentative or representatives with the Holland Telegraph 
A dmini stration? A. During the years 1932, three, four and 
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five, I had various conversations with different officials of 
the Netherlands Telegraph Administration, all of them con¬ 
cerning the situation brought about by the fact that they 
too had had offers and proposals from the I. T. & T. on be¬ 
half of a Mackay Radio circuit direct between New York 
and Holland, which would have been to the substantial finan¬ 
cial advantage of the Dutch Administration. 

They had worked with us for the period of ten years. 
We had developed our circuit together on a truly partner¬ 
ship basis. We had been opposed to the building up of 
service over that circuit in all possible legitimate ways by 
both cable companies, both Western Union and the Com¬ 
mercial Cable Company, both of whom operate directly into 
Holland. 

The Dutch Administration recognized that th^re was a 
certain amount of, perhaps I should say sentimental loyalty 
—it conveys the meaning—due to the fact of our long asso¬ 
ciation. 

They did not demand full financial compensation for what 
they might have spent to establish a second circuit, but 
they did feel that they in fairness to their country could 
not decline to establish a second circuit which would bring 
them a certain amount of income, without securing 
1327 something in compensation for declining that offer. 

Q. Did they secure any compensation? A. They 
secured material compensation for it in the form of 
changed division of the radio tolls. 

Q. Let us take Norway. A. In the case of Norfway, dur¬ 
ing the year 1935 there were discussions with htorwegian 
Telegraph Administration officials, following earlier cor¬ 
respondence with them, concerning the establishment of a 
second competitive circuit with Norway. 

The situation there was very much the same, although a 
slightly different factor entered there in that the Norwegian 
station consists of only one independent transmitter, and 
therefore unless the administration were to wprk at all 
times what Mr. Pratt has described as a forked circuit, that 
would require either substantial changes to theit existing 
transmitter or a new transmitter. 

The usual attitude of wishing to have a counterproposal 
came to the fore very early in the discussions whibh we had 
with the Norwegian officials. 
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They informed me what they understood the competitive 
proposal to be, and asked that certain proposals which they 
had themselves worked out and thought over be considered 
by my company in an effort to find a way to give them at 
least to some extent the gain that they would have had from 
the establishment of the second circuit, and that without the 
erection of a second transmitter. 

Q. Have we made any counter-proposal to Norway? 

1328 A. To date we have not yet done so. 

Q. Has Norway expressed any dissatisfaction with 
our service or cooperation? A. Quite to the contrary. The 
officials with whom I have talked have told me specifically 
that there is no dissatisfaction either with the operation of 
the circuit or with the relations which we have had with 
them, but that their interest in the establishment of a second 
circuit is due entirely to the financial advantages which it 
would bring to them. 

Q. Have you had any complaint of service from Holland? 
A. Exactly the same situation prevails in Holland. The 
service to Holland is on an even more highly developed 
basis than to Norway, and, as I explained before, has been 
developed to that degree of efficiency only by the closest 
cooperation between the Dutch Administration and our¬ 
selves. 

Q. Any complaints from Switzerland ? A. None whatever. 

Q. Any complaints from Czeeho Slovakia? A. 

1329 None whatever. 

Q. The negotiations then were all due to the pro¬ 
posals of Mackay to the various Administrations or com¬ 
panies? A. In each case that I have spoken of they were 
directly due to the competitive situation of two companies 
in the field, and one Administration or company having in 
its control the traffic, for which both American companies 
were competing. 

Q. In your judgment is it possible for two competing 
American radio-telegraph companies to establish or seek to 
establish direct parallel competing radio-telegraph circuits 
and services between the United States and European coun¬ 
tries and companies, European countries in which there are 
single telegraph administrations, or telegraph companies, 
without competing to the disadvantage of the American 
companies and the advantage of the foreign Administration 
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or company? A. The reply to that is quite clear from the 
very nature of the competition between the two American 
companies. They are competing. That much we certainly 
must admit. 

They can not under present conditions even agree with 
each other, as I understand it, upon the terms of the offer 
which either one or both will make. In other words, they 
can not agree not to offer better than such and such terms. 

Under those circumstances it seems to me that both com¬ 
panies must use every reasonable commercial competitive 
endeavor to retain the business which they have, or to obtain 

business which thev have not. 

•' | 

Q. Are we competing for business to ev^ry point 
1330 we reach with some member of the international sys¬ 
tem? A. We are. 

Mr. Wozencraft: You may have the witness. 

The Chairman: Mr. Kimball? j 

Mr. Kimball: No questions. 

The Chairman: Mr. Kern? 

Cross-examination 
By Mr. Kern: 

j 

Q. As I understand your testimony, Mr. Briggs,iyou have 
made many concessions to a foreign government because if 
you did not make the concessions they would establish com¬ 
peting circuits, or a competing circuit with the Maekay 
Radio, and that these concessions have been made because 
of advantages which have been offered by Maekay Radio 
that would benefit the Administration ? A. The concessions 
I speak of have been made not only for the purpose of which 
you speak, that is to avoid the establishment of a second cir¬ 
cuit, but also, and quite as large a factor in their granting, 
has been a desire not to lose a single circuit which does now 
exist. 

Q. Have there been any cases in any of these countries 
you have mentioned here that they threaten to discontinue 
your circuit? A. There have. 

Q. During the life of the circuit? A. During the life of 
the contract, no, they have not asked to break thie contract 
thev entered into with us, nor threatened to do it. 

Q. They threatened when you made your conees-sions 

j 

j 

i 

j 

i 

i 

i 

I 

i 
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i 



810 MACKAY EADIO & TELEGRAPH COMPANY, INC., VS. 

1331 that they would terminate it at the end of your con¬ 
tract? A. That was the assumption during- quite 

some parts of the discussions. 

Q. Now, when was your Swiss contract enter into, and 
how T many years would it run? That is all I want to ask on 
that. 

Mr. Wozencraft: How many years it is to run is exactly 

* * * 

what we do not want to tell you. May it please the Commis¬ 
sion, counsel certainly can not be allowed to go into when 
our contracts are to end, and I do not think he should be 
allowed to. 

Mr. Kern: I am not interested in that. I was merely try¬ 
ing to find out how imminent the thing is, and as to whether 
or not the periods are short or reasonably long, in order 
that we may consider whether there would be as much ef¬ 
fect as to what would happen in one, two, three or five years 
in the future. 

Bv Mr. Kern: 

Q. I do not ask you to give me July 20 as a certain date, 
or anything of that kind. A. They are sufficiently short so 
that the question of their renewal is most definitely in front 
of and foremost in the minds of both the Administration 
officials and of ourselves. 

Q. And I understood you further to say one reason these 
companies can not help bidding against each other is that 
they can not get together and agree upon the terms upon 
which they would make these offers. Did I understand 
something like that? A. I do not believe that we can 

1332 properly agree between ourselves as to what we will 
or what we will not offer in the way of competitive 

endeavors. 

Q. Do you think that the Commission could prescribe 
rules and regulations which would limit the amount in the 
type of contract that could be entered into as to a propor¬ 
tionate return or otherwise? A. I suppose the answer would 
involve a legal assumption, but there are factors quite out¬ 
side the actual terms of the contracts, as thev are now writ- 
ten, -which could enter very largely into the question of ad¬ 
vantage or disadvantage, both to the companies and to the 
foreign Administrations, so that any effort to establish a 
uniform basis for competition would have to be very care- 
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fully watched, because, frankly, as long as we are; competi¬ 
tors we are going to compete, and if part of the basis for 
the competition is laid down on exactly equal terms the com¬ 
petition will then have to go on those other factors, perhaps 
not equally important with the major factors, but neverthe¬ 
less thev will then become to a certain extent, to a certain 
degree, determining factors in the treatment that one com¬ 
pany or the other company shall receive from the foreign 
company or administration. 

Q. You referred in your testimony to conversations or 
proposals by I. T. & T. You meant by some subsidiary com¬ 
pany of the I. T. & T. engaged in the communication busi¬ 
ness in your testimony? A. No; I mean by the I. T. & T., 
as I understand it— 

Q. (Interposing) A direct proposal by the I. T. & 
1333 T. A. (Continuing) By officials of the I. T. & T. 

Q. Outside of the communications factors, if there 
are any such, let us have them. A. I didn’t mean to indi¬ 
cate by that that the proposals were outside the cbmmunica- 
tion field. | 

Q. All right. A. But that the proposals came from I. T. 
& T. officials, who may of course have been acting on behalf 
of the Maekay Radio. 

Q. That is quite an idea. Mr. Buttner has already testi¬ 
fied as vice-president of the Maekay Radio in charge, and 
he has also testified that he was assistant-vice-president of 
the I. T. & T. I, myself, had conversations with Dr. Rothen, 
and I am an officer of the I. T. & T., or was, and also the 
Maekay Radio. Now, do you mean that I. T. & T. as a 
separate corporation has made separate offers of a consid¬ 
eration by them, and not some official of Maekay on behalf 
of Maekay Radio? A. Oh, I think it would be almost im¬ 
possible for me in the competitive field, outside! your own 
organization, to quite fully comprehend just what the rela¬ 
tions might be between any one person who was acting for 
both the I. T. & T., the Commercial Cable Company, Maekay 
Radio and the Standard Electric, or any other one of the 
group of the International System company. 

Q. But do you know of any offer where I. T. & T. was 
going to give any concession not connected with the Com¬ 
munication business by the Maekay Radio, or its associate 
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1334 company in the Mackay System, the Commercial 
Cable Company? A. I do not definitely know of an 

definite offer which could be thus described. 

I do believe, and I see no reason why we should not so 
state, that certain argument perhaps for sentimental con¬ 
nections between the two fields, between the commercial 
field and the communications field, have been used, or have 
been repeated to me as having been used in certain coun¬ 
tries. 

And as an instance of that I might say that the effect of 
an I. T. & T. subsidiary company actually carrying on manu¬ 
facturing activities in a country, employing the nationals 
of that country, putting capital to work in that country, gen- 
erallv having that kind of beneficial business relations with 
the country, has been used as a contributory reason why 
the sister company, or the subsidiary company of the sys¬ 
tem should he given perhaps a little more consideration than 
just plain, cold figures would convey. 

Q. Have there been sentimental reasons of relationships 
between the R. C. A.—I am speaking of the parent corpora¬ 
tion—and the Administrations, which likewise would affect 
the decision of the Commission? R. C. A. has certain pat¬ 
ent license agreements and arrangements with other manu¬ 
facturing companies abroad, does it not? 

Mr. Kimball: What commission do you mean, Mr. Kern? 

A. Did vou mean the Commission? You said affect the 
* 

judgment of the Commission. 

By Mr. Kern: 

1335 Q. Of the Administration. A. Of the decision of 
the Commission? 

Mr. Kimball: That is all right. 

The Witness: Of the Administration? 

Bv Mr. Kern: 

* 

Q. Of the Administration. I am sorry. A. There are 
probably such connections of the R. C. A. to a perhaps more 
limited degree, although that is a matter for discussion or 
of opinion, which ties R. C. A. C. more closely in its asso¬ 
ciation with some of the European companies, but certainly 
not with any European Administration. 

Q. R. C. A. has contracts with Phillips, has it not? 

Mr. Wozencraft: If you know. 
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A. Generally, I work on the assumption that ^here are 
some interchanges of patent agreements with the Phillips 
Company, and perhaps in some instances some cooperative 
work in the sale of certain types of equipment, bqt that is 
just a general knowledge that I have. I do not haye knowl¬ 
edge of the agreements, to what extent there are agree¬ 
ments, or anything of that nature. 

Q. I am talking about, and these questions were not in¬ 
tended to imply any more than you have implied in your 
statements, as to the natural sentimental business! relations 
that exist, and I think those were referred to by Mj\ Sarnoff 
by the letters put in evidence here the other day yith Tele- 
funken of their long experience and contracts. There were 
contracts there with Telefunken relating to manufacturing 
as well as relating to communications, were there not? A. 
I did understand that is what he was referring t<j when he 
referred in that letter to Telefunken Company. 

1336 Q. That is the type of thing you are referring to 
now when you speak of the effects of relationships 
in the case of any of the I. T. & T. Companies? A. No. I 
was not thinking of that particular type of connection, al¬ 
though such connections I believe generally are recognized 
to exist between the I. T. & T. Companies and certain 
European countries. I had reference to something perhaps 
of the same nature, but certainly of a more material kind, 
that being the advantage which is taken of the present day 
nationalistic sentiment, the nationalistic urge to be self- 
sufficient, and the appreciation of a country to having em¬ 
ployment furnished to its nationals, and for having capital 
brought into the country and usefully employed. 

It may be of the same nature, but it goes considerably 
further, and the effects of it go beyond merely sentiment. 

Q. We have the same situation in Spain that wag referred 
to here, and in spite of that you find that the Mackay Radio 
has been excluded from a contract with Spain, and in spite 
of the fact that the Transradio had alleged in that letter, 
which you put in the record the other day, that the I. T. & 
T. influence might make it difficult, now, do you know of 
anything in this situation with Spain where there was any¬ 
thing in the way of relationships that in any way was an 
improper use of influence by either Transradio, or the other 
parties mentioned, Western Unionltalcable, or I. T. & T., 
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or the British Marconi ? A. That was a long question. My 
mind perhaps wandered a little bit during it. Per- 

1337 haps the reporter will read it. 

(The pending question was read by the reporter.) 

By Mr. Kern: 

Q. (Continuing) I have already asked Mr. Winterbottom 
in connection with R. C. A., and that is the reason I am 
asking you if you have any knowledge of any other activi¬ 
ties ? A. In the case of Spain I think we should make clear, 
since this is a concrete case, that these factors that you 
have just been asking about, and I have been describing, are 
not necessarily the governing factors in any given decision. 

I said I believe that they were factors which might have 
a large influence in a decision, other things being equal. 

By Mr. Royce: 

Q. How about the answer to the question? A. Well, while 
I had nothing directly to do with the difficulty in Spain, I 
certainly have heard enough about it in a practical way to 
know that it was settled by the Spanish Government on the 
basis of matters which had to do only with the communica¬ 
tions field. 

By Mr. Kern: 

Q. Now, if you have any other ease I would like to have 
it out here, and we will talk it over, and we will find out 
whether there is anything in this bogey, because you have 
got to try these fantastic bogies, and find out what they are, 
and let us have them out and straighten them out. A. I 
would be quite unable to know what you might be re- 

1338 ferring to. 

Q. If there is anything. If you are talking about 
the sentimental reasons of the same type you are talking 
about in the letter which you introduced to Germany let 
us find out if that is what it is. If there are any other 
things—I do not like the references—let us have them with 
the clarification that you intend to limit to that sort of thing. 
A. Do you mean that you would like to know what senti¬ 
mental reasons might legitimately be used by R. C. A. to 
influence the decision, all other factors being equal? 

Q. No, I do not. A. If so, I don’t think I ought to give 
them. 
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Q. I would like to know anything you want to tell along 
that line, but I would like to know whether thefe is any¬ 
thing on either side that you know of that is in tjhe way of 
any improper form of influence or granting of considera¬ 
tions that can not bear the light of day, or that you do not 
want to present to the Commission? A. Nothing that I 
have said has referred to anything that I regard as an im¬ 
proper influence. I only mentioned them because they are 
commercial competitive factors, probably quite outside the 
immediate terms of any contract or letter that coijld be pre¬ 
scribed in advance. 

Q. Now, for many years in the communication^ business, 
before radio was invented, there has always been a problem 
in making connecting line agreements and of trading traf¬ 
fic, isn’t that true, or balancing traffic, and making agree¬ 
ments on the basis of giving greater proportions one to 
another throughout the whole cable system? A. They 

1339 were quite naturally made and have been made on 
a commercial competitive basis. Somebody with 

something trades with somebody with something and the 
balance is not always equal, and the better bargainer, the 
better businessman of the two, may get a better Ideal than 
someone else would have done. But it is done and has been 
done on a commercial basis. 

Q. And you do not consider that as improper? A. Not 
at all improper. As long as the field is an open competitive 
field of legitimate competitive methods it is certainly open 
to both parties or other parties, and to everyone involved. 

Q. And you have used the method of arguing where you 
can give volume of traffic as well as other companies? A. 
Certainly so. 

1340 Mr. Kern: That is all. 

The Chairman: Mr. Arnold? 

Mr. Royce: Might I ask just a question first, if you do 
not mind ? 

The Chairman: Surely. Do not hesitate at any time, 
Mr. Royce. That is quite all right. 

Cross-examination. 

By Mr. Royce: 

Q. May I ask, Mr. Briggs, if you have come over before 
this hearing for RCA and that you have been representing 
RCA abroad? A. That is correct. 
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Q. During the past six months you have been abroad? 

A. During the past two years I have been abroad. 

Q. In what countries have you been in the last two or 

three months? A. In the last two or three months I have 

been—^-you know, that would be rather highly competitive, 

too. I do not advertise usuallv to Mr. Buttner when I leave 

* 

London, and I have never had him call me on the telephone 
and say, “I am going to go to Roumania. Will you come 
along the day after tomorrow?” 

Mr. Royce: All right. I wont press it at this time. 
The Chairman: Mr. Arnold? 

Cross-Examination 

1341 By Mr. Arnold: 

Q. Mr. Briggs, are you familiar with the contract be¬ 
tween RCAC and the Norwegian Telegraph Administra¬ 
tion? A. Yes, I am. 

Q. Could you state the basis of the division of the tolls 

as set forth in that contract? A. That contract is already 

part of our record here, is it not, Mr. Arnold? I am not 

asking to see it. I merely want to ask that first. 

Mr. Arnold: I do not believe it is. 

The Chairman: What is that, an RCA contract? 

Mr. Arnold: Yes, an RCA contract. 

Mr. Wozencraft: Mr. Briggs may consult with Mr. Sand- 

bach as an expert on that matter. 

The Witness: It is not that point I am concerned with. 

I merelv asked whether that contract has been introduced 
* 

in evidence. 

Mr. Wozencraft: It is a 50-50 contract. 

The Witness: No; I asked the question as to whether 
that contract is in the record. Is it an open part of this 
record? Are we talking about something which is com¬ 
petitive now, or are we talking about something which has 
been placed in the open record which has lost whatever 
competitive value it may have had? 

Mr. Wozencraft: I do not know whether it is in the rec¬ 
ord, but counsel for the Commission is clearly within his 
rights in asking about that contract between the Norwegian 
Government and RCAC, and counsel for Mackav Radio is 
clearly within his rights in asking about that con- 

1342 tract in view of the contest here. 

The Chairman: Is that contract in the record now? 
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Mr. Arnold: I do not think so. I was looking a mo¬ 
ment ago, and we cannot find it. 

Mr. Stone: It is in the Federal Trade Commission’s re- 

I 

port. 

The Witness: The answer to Mr. Arnold’s question— 

The Chairman: (Interposing) You have that, don’t you, 
Mr. Kern! | 

Mr. Kern: I do not know whether it is the saihe or not. 
I have the contract filed with the Federal Trade! Commis¬ 
sion, or a copy of it. 

The Witness: The answer to Mr. Arnold’s question is 
that the Norwegian contract under which we are how oper¬ 
ating provides for an equal division of the through tolls, in¬ 
cluding the Norwegian terminal tolls and the American 
First Zone tolls, both operating agencies at the two ends 
of the circuit bearing the cost of delivery and pick-up with¬ 
in Norway and within the First Zone. 

Apparently for the sake of convenience in accounting 
there is an assumed terminal tax on the one end and an 


assumed First Zone tax on the other end, but 


the effect 


of it as is originally stated in the contract. 


By Mr. Arnold: 


Q. I am not clear as to just what you stated the con¬ 
tract to be. Is it a division of the tolls after allowing for 
out payments, or terminal taxes, or is it a division of a 
gross toll per word? A. It is a division of tolls after 
1343 allowing for out payments beyond Norway and be¬ 
yond the First United States Zone. It dotes not in¬ 
clude any deduction of out payments within Norway and 
within the First Zone. i 

Q. And the contract does not refer to any terminal tax 
in the sense in which it has been used here? A. The con¬ 
tract itself is not made on that basis, no. 

Q. You are familiar with the answer to the response to 
the Commission’s questionnaire? A. Yes, I have read it. 

Q. The figure of 15 centimes which is entered ifi response 
to question 2-A is as the RCAC First Zone terminal. Then 
it is not an element of the contract, but only an element of 
your accounting? A. That is correct. As I saicjl, the con¬ 
tract itself is in very simple language, does not call for de¬ 
duction of either the Norwegian terminal tax nor the Amer- 
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ican First Zone terminal, or out payments, but for many 
years it has been operated so tliat the financial effect of it is 
exactly as shown in that exhibit. 

Q. Your company then would have no power or oppor¬ 
tunity to increase or decrease the terminal tax so as to in¬ 
crease or decrease its own revenue from the tolls, that is, 
while they were within the terms of the contract ? A. I am 
misunderstanding- your question. If RCA should desire 
to change its terminal for any reason, or if the terminal 
out payments within the First Zone were to change 

1344 for any reason we would under the terms of the con¬ 
tract have no recourse to the Norwegian Government 

for any portion of that increased out payment. 

The Chairman: At this time we shall recess. 

Mr. Wozencraft: Wont you finish, Mr. Arnold, in not 
many more questions? I would like to have him off the 
stand and get through. Do you have any more questions, 
Mr. Arnold? 

The Chairman: The Chair understands that the reason 
for adjourning is so you can get the five o’clock plane to 
New York. 

Mr. Kern: I have no further questions. 

But I do want to correct an error. I have a copy of this 
contract from the Commission, which is in the files, and 
which is also in the files of the Federal Trade Commission, 
the contract between Norway and RCA. 

The Chairman: Do vou want to ask him anv further 

v 1 

questions, Mr. Arnold? 

Mr. Wozencraft: He wanted to ask an accounting ques¬ 
tion, and he has told me what it was, and that will be an¬ 
swered bv another witness. 

•/ 

(At this point certain statements were made which the 
Chairman decided upon objection should be sti'icken from 
the record, after which the following occurred:) 

The Chairman: That concludes the examination of Mr. 
Briggs, if no one has any further questions of him. 

(Witness excused.) 

The Chairman: We will adjourn until ten o’clock 

1345 Monday morning. 

(Whereupon, at 4:30 o’clock p.m., an adjournment 
was taken until Monday, January 27, 1936, at 10 o’clock 
a.m.) 
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1348 Before the Federal Communications 

Commission 

(Telegraph Division) 

January 27, 1936. 


Dockets 3336 3337 3338 

In the Matter of 

Petition of Mackay Radio & Telegraph Company Inc. 
New York, N. Y. I 

Application for modification of license: Request to add 
Oslo, Norway, as a point of communication. 


The above-entitled matter came on for further hearing 
before the Telegraph Division of the Commissiofi in Room 
7121, Interstate Commerce Commission Building at 10 
o’clock a. m. 

Present: Commissioners Irvin Stewart (Chaitman) and 
George Henry Payne. i 

Appearances: As heretofore noted. 


Proceedings i 

I 

Air. Royee: Dr. Stewart, I have asked leave of counsel 
to take the stand this morning for just a moment, inter¬ 
rupting the respondent’s case, so that I can get away if 
possible. 

The Chairman: Very well. You may be sworn. 

1349 Whereupon, Alexander B. Royce, a withess called 
on behalf of the Applicant, having been first duly 
sworn by the Chairman, testified as follows: 

The Witness: I am a lawyer at 25 Broadway, of the firm 
of Chadbourne, Stanchfield and Levy. 

Direct Examination 

Bv Mr. Kern: 

Q. Mr. Royce, I understand that you can giVe a state¬ 
ment as to the present status of the Postal Telegraph Tele- 
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graph & Cable Corporation reorganization proceedings. A. 
Yes. The reorganization proceedings in regard to Postal 
Telegraph & Cable Corporation are under the recently en¬ 
acted section 77-B of the Bankruptcy Act. 

On June 14, 1935, the corporation filed its petition for 
reorganization, in the United States District Court for the 
Southern District of New York. Judge Alfred C. Coxe on 
that date entered his order approving the petition as prop¬ 
erly filed, and continued the debtor temporarily in posses¬ 
sion. My firm, Chadbourne, Stanchfield and Levy, acted 
as counsel for the Postal Telegraph & Cable Corporation 
in the proceeding, never having acted as counsel for them 
before that time. 

The company continued in possession until in December, 
application was made for the appointment of trustees, and 
with the approval of Postal Telegraph & Cable Corpora¬ 
tion, International Tel. & Tel., whom these proceedings 
have shown is the holder of all of the common stock of the 
Postal, and all of the creditors of Postal, the court 
1350 appointed two trustees, designating Alfred E. Smith 
and General Gibbs, who was also the president of 
the Postal Telegraph & Cable Corporation, as temporary 
trustees. 

My firm was appointed by Judge Coxe, on application, 
as attorneys for the temporary trustees, and it was after 
that appointment and by virtue of the directions of the 
trustees that we entered the intervention in these proceed¬ 
ings. 

In the ordinary course, last week on the 23rd of January, 
the question came before Judge Coxe as to whether those 
two gentlemen, Governor Smith and General Gibbs, should 
be continued as trustees, and he determined that they 
should be. The order I expect on that is being signed in 
New York today. The trustees have indicated that they 
would petition that we continue as attorneys for them after 
this temporary trusteeship has been made permanent. 

The reorganization proceedings of the parent Postal 
Telegraph & Cable Corporation are the only proceedings 
of that nature pending in regard to either that company or 
any of its subsidiary affiliated companies. There are no 
reorganization, receivership or other proceeding pending 
in regard to any of the operating companies. 
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Immediately upon the commencement of these proceed¬ 
ings, last summer at my request and under our supervision, 
the officers of the various companies familiar therewith 
prepared for use in those proceedings and for our use, a 
chart showing the holdings of the Postal Telegraph & Cable 
Corporation; as is known here and as is shown in 
1351 the reorganization proceedings, the Postal itself is 
merely a holding and management corporation and 
it has a large number of subsidiaries and sub-subsidiaries, 
which are the operating companies. 

I think that this chart prepared for me and whffih my in¬ 
vestigation indicates in every respect is accurate—I have 
no reason to doubt its accuracy in anv regard at date of 
June 14, 1935, nor have I any reason to believe tpere have 
been any important changes since that date—there are no 
changes of which I have knowledge—I believe it might be 
helpful to present that chart in evidence here as an exhibit 
to show the facts with relation to the operating subsidi¬ 
aries. 

Mr. Kern: We offer in evidence the chart referred to in 
the testimony of the witness as Applicant’s Exhibit 27. 

The Chairman: It will be received. 


(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 27, Dockets 3336, 3337 
and 3338, ’ ’ and is filed with the transcript in the pbssession 
of the Commission.) 

| 

j 

Mr. Kern: No further questions, unless you have some¬ 
thing further you wish to present. 

The Chairman: Mr. Wozencraft? 

j 

Cross-Examination 

By Mr. Wozencraft: 

Q. Do you have copies of the application for reorganiza¬ 
tion? Do you intend to make those part of the record? A. 

I have a copy of the petition for reorganization. You 
1352 mean any pending reorganization plans? There are 
none. 


Q. No, I mean the petition. A. I have a copy of the peti¬ 
tion. | 

Q. I think perhaps that should be a part of the record in 
view of the statement you have already made, so that the 
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record may be complete, if you have no objection to intro¬ 
ducing it. A. I will have to ask that you accept an un¬ 
certified copy of the petition, because in the removal of the 
Federal Courts in New York from their old building to 
their new building, they have stopped giving certified copies 
for a few days. 

Q. It is immaterial to me whether it is certified or not. 

Mr. Kern: In view of the request of counsel for R. C. 
A. C., we are offering this petition entitled: “In the United 
States District Court for the Southern District of New 
York; in the matter of Postal Telegraph & Cable Corpora¬ 
tion, Debtor, in proceedings for reorganization of a corpo¬ 
ration. Petition for Debtor.” We offer that as Appli¬ 
cant’s Exhibit 28. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 28, Dockets 3336, 3337 
and 3338, ’ ’ and is filed with the transcript in the possession 
of the Commission.) 

Mr. Kern: Inasmuch as the petition has been filed, we 
also offer the order appointing the temporary trustees, en¬ 
titled, “In the District Court of the United States 
1353 for the Southern District of New York, in the matter 
of Postal Telegraph & Cable Corporation, Debtor; 
in proceedings for the reorganization of a corporation, No. 
62,560; order appointing temporary Trustees.” This will 
be Applicant’s Exhibit 29. We have two copies for the 
record. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 29, Dockets 3336, 3337 
and 3338, ’ ’ and is filed with the transcript in the possession 
of the Commission.) 

The Witness: This I might state is a certified copy, be¬ 
cause I got it before the removal of the courts. 

Mr. Kern: I can state that all of the steps in connection 
with the reorganization have been delivered to the Com¬ 
mission from time to time and will be delivered to the Com¬ 
mission in the ordinary course by the corporation or the 
trustees, although we do not want to keep the record open 
in this particular proceeding for that purpose. 
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The Chairman: Any further questions, Mr. Wozencraft? 
Mr. Wozencraft: No. 

The Chairman: Mr. Kimball? 

Mr. Kimball: No. ; 

The Chairman: Thank you, Mr. Royce. 

(Witness excused. 

1354 Whereupon, Chester Willson Latimer, a witness 
called on behalf of the Respondent R. CJA. Com¬ 
munications, Inc., having been first duly sworn by the 
Chairman, testified as follows: 

Direct Examination 

i 

By Mr. Wozencraft: 


Q. Have you identified yourself for the record, 
mer? A. Yes, sir. 


Mr. Lati- 


Q. What position do you hold? A. I am plant} engineer 
of the R. C. A. Communications. 

Q. Will you please talk loud enough so that everybody 
can hear you. How long have you held that position? A. 


Since 1932. 


Q. How long have you been with R. C. A. C. and before 
that with the communications division of the R. C- A. ? A. 
I joined the American Marconi Company in April, 1919. 
The Radio Corporation was formed in the fall of 1919, and 
I have been with them continuously ever since 

Q. Does R. C. A. C. have leased lines? A. YeS. 

Q. What kind, primarily? A. We have two general 
classes of lines. The first and by far the largest group is 
that which is used for connecting transmitting and receiv¬ 
ing stations with the Associated City offices. That repre¬ 
sents about 80 per cent of our total leased line expenditures. 

The second group can be generally classified as 
1355 distribution lines. They are used from the city of¬ 
fices and connecting branch offices, call systems, and 
so forth. 

Q. In which class would you put the line, for instance, 
from New York to Washington? A. Those would be in the 
distribution class. 

Q. So that the 80 per cent that you speak of includes 
what? A. It includes the lines between the stations and 
the city offices which are absolutely indispensable in our 
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scheme of operations. All of the traffic coming from for¬ 
eign countries has to be brought to the city office for tran¬ 
scription. All of the transmitted signals have to be carried 
out to the various transmitting stations, so that control of 
those stations is actually in the city office. It is just as 
much a part of the radio operating plant as the transmit¬ 
ters or the receivers themselves. 

Q. Are there lines also between the stations themselves? 
A. To some extent, but that is usuallv a verv minor item. 

Q. Are they also essential in the operation as opposed 
to distribution? A. With this qualification, that one could 
go from the receiving station, for example, into the city 
office and be looped back into the transmitting station. We 
have them between the transmitting and receiving sta¬ 
tions onlv when those two are in the same general direction 
with respect to the city office. 

Q. Describe if you will please, the facilities of R. C. A. 
Communications, Inc. for transmission from the 
1356 New York area. A. Under control of New York, we 
have 8 low frequency Alexanderson transmitters; 
two Of which are located at Marion, Massachusetts; Rocky 
Point, Long Island; New Brunswick, New Jersey and 
Tuckerton, New Jersey. 

In addition to those, we have 40 high frequency trans¬ 
mitters, of which 34 are 2-frequency sets, and six are single¬ 
frequency sets. Of these transmitters, we have installed 
at the Rocky Point transmitting station, one 2-frequency 
transmitter with power range of 40 to 80 kilowatts; 21 2-fre¬ 
quency transmitters with a power range of 20 to 40 kilo¬ 
watts, one single-frequency transmitter with a power range 
of 20 to 40 kilowatts; two single-frequency transmitters 
with a power range of 10 kilowatts; six 2-frequency trans¬ 
mitters with a power of 1 kilowatt; one single-frequency 
transmitter with a power of 1 kilowatt. 

Associated with these Rocky Point transmitters, we have 
a total of 52 directive antennae, and 27 non-directive an¬ 
tennae. 

Also under the control of New York, we have a number 
of transmitters at New Brunswick which were included in 
the 40 mentioned above. These are 4, 2-frequency trans¬ 
mitters with a power output of 20 to 40 kilowatts; one 2- 
frequency transmitter with a power output of 10 to 20 kilo- 
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watts; one single-frequency transmitter with a ^ower of 
10 kilowatts; one 2-frequency transmitter of 1 kilowatt; one 
single-frequency transmitter with a power of 1 kilowatt. 
Associated with these are 8 directive antennae aid 6 non¬ 
directive antennae. 

1357 Q. Now, will you please describe the Reception 
facilities of R. C. A. C. in the New York area? A. 

All of our commercial receiving activities for New York 
are concentrated at our receiving station at Riverhead, 
Long Island. Here we have 16 low-frequency traffic receiv¬ 
ers, and 6 low-frequency monitor receivers which are used 
for checking the transmission of our own low-ftequency 
transmitters. 

Associated with these low-frequency receivers ire three 
9-mile-long Beverage wave antennae directed on Europe. 

In the high-frequency group, we have 141 Receivers 
which are mostly used in diversity groups of thre^. 

Associated with these high-frequency receivers are 68 
directive antennae also mostly used in diversity groups 
of three. 

In addition, we have at Riverhead a frequency measur¬ 
ing laboratory. 

Q. What transoceanic circuits are operated by R. C. A. 
Communications, Inc. from New York? A. In 'the east¬ 
ward direction, we have circuits to Russia, Norway, 
Sweden, Poland, Germany, Holland, Belgium, France, 
England, Spain, Portugal, Switzerland, Italy, Czechoslo¬ 
vakia, Turkey and Syria. 

To the south, we have Argentina, Brazil, Dutch Guiana, 
Dutch West Indies, Venezuela, Colombia, Chile, Panama, 
Guatemala, Mexico, Cuba, Puerto Rico, Santo Doihingo and 
Haiti. 

To the north we have Montreal. 

1358 Q. Describe please the facilities of R. C. A. Com¬ 
munications, Inc. for transoceanic transmission from 

the San Francisco area. A. Under control of the San Fran¬ 
cisco radio center, we have a transmitting statiqn at Bo- 
linus, which is equipped with 14 high-frequency tyansmit- 
ters. Of these 14, eleven are 2-frequenc.y transmitters with 
a power output of 20 to 40 kilowatts. Then there are three 
2-frequency transmitters wdth a pow r er output of 1 kilowatt. 
Associated with these, are 22 directive antennae and 18 
non-directive antennae. 
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Q. Describe please the facilities for transoceanic recep¬ 
tion on the West Coast. A. The major receiving station 
associated with San Francisco is at Point Reyes. There 
we have 42 high-frequency receivers which are used almost 
entire in diversity groups of three. Associated with them, 
are 18 directive antennae arranged in diversity groups of 
three. 

We also have an older receiving station at Marshall 
which was our original San Francisco receiving station for 
long-wave reception. We still have in commission there 
four low-frequency receivers which are occasionally used 
for short periods only for reception from Japan and Java, 
who have kept their low'-frequency transmitters in commis¬ 
sion. Associated with these low-frequency receivers are 
two 9-mile-long Beverage wave antennae directed on the 
Orient. 

Q. What transoceanic circuits are operated by R. C. A. C. 
on the West Coast? A. We operate with Manchuria, 
1359 Japan, China, Philippine Islands, French Indo 
China, Java and Hawaii. 

Q. What other installations does R. C. A. C. operate in 
the transoceanic field? A. R. C. A. has a transoceanic 
center at Honolulu. Another quite large one at Manila, 
and relatively small installations in Puerto Rico, Santo Do¬ 
mingo, and Port-au-Prince, Haiti. 

Q. Why does R. C. A. continue to maintain low-frequency 
alternators? A. This applies only to transatlantic com¬ 
munication. Two European countries, Sweden and Poland, 
are still essentially on the long-wave communication basis, 
so we must of course maintain correspondingly the facil¬ 
ities to work with them. 

In addition to that, the low frequencies are not affected 
by magnetic disturbances, so we continue our low-frequency 
facilities to maintain communication during the more se¬ 
verely disturbed periods. 

Q. Will you explain the nature and frequency of the oc¬ 
currence of magnetic disturbances with particular to Nor¬ 
way? A. High frequency waves are useful for long dis¬ 
tance radio communication solely because an ionized layer 
of •extremely rarefied air, many miles above the earth’s sur¬ 
face and known as the “Heaviside Layer”, or, more popu¬ 
larly, as the “Ionosphere”, is able to bend them back 
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towards the earth’s surface and thus prevent their escape 
into outer space. When the waves, which have been bent 
back by the ionosphere, reach the earth’s surface, 

1360 they are reflected upwards again towards the iono¬ 
sphere, and so on, this process continuing indefinitely 

until the energy of the waves has been dissipated. 

This ability of the ionosphere to bend radio waves back 
towards the earth depends upon the intensity of its ioniza¬ 
tion, upon the frequency of the radio waves, and upon the 
angle at which the waves enter the ionosphere. If the fre¬ 
quency is too high for the existing degree of ionization, 
the waves will pass through the ionosphere and escape, no 
matter how near to the horizontal they have been radiated 
from the transmitting antenna. If the frequency is some¬ 
what below this critical value, waves entering the iono¬ 
sphere at shallow angles will be bent back towards the earth, 
but waves entering at steeper angles will pass through and 
escape. On the other hand, relatively low frequency waves 
are unable to pass through the ionosphere, no matter how 
steep the angle of incidence, but are subject to very rapid 
attenuation unless the height of the ionosphere above the 
earth’s surface is relatively great and the intensity of ioni¬ 
zation is relatively low. Consequently there are, at any 
time, highest possible, best, and lowest usable frequencies 
for any particular circuit. 

The intensity of ionization and effective height of the 
ionosphere depend upon the degree of exposure to the sun. 
Maximum intensity and minimum effective height occur 
around middav in midsummer, and minimum intensitv and 
maximum effective height occur early in the morn- 

1361 ing, just before sunrise, in midwinter. Consequently, 


we have a diurnal range of highest possible, best, 


and lowest usable frequencies for any circuit,; relatively 


high frequencies being required for daylight service and 
relatively low frequencies for night service. We also have 


an annual range of frequencies for use at any particular 
time of day, since the proportion of daylight to dark time 
varies widely throughout the year, because of the inclina¬ 
tion of the earth’s axis to the plane of its orbit around the 
sun, and because of eccentricity of the earth’s orbit with 
respect to the sun. 
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In addition to these systematic diurnal and annual varia¬ 
tions in the state of the ionosphere, less systematic changes 
occur from time to time, which are directlv related to fluctu- 
ations in the earth’s magnetic field. These may profoundly 
affect the range of usable frequencies for a particular cir¬ 
cuit or time of day, and at times cause such rapid dissipa¬ 
tion of energy as to make even the “best” frequency use¬ 
less with any available amount of power. 

The earth is a huge magnet, and, as such, is entirely sur¬ 
rounded bv a magnetic field. The intensitv of this field is, 
of course, greatest in the vicinity of the North and South 
Magnetic Poles, where the total magnetic flux is concen¬ 
trated in a relatively small space, and is weakest at the 
equator. This field is continually varying to some extent 
in intensity, direction, and angle to the horizontal, at any 
point, but most of the time these variations are 
1362 small in percentage. 

Observations over a period of years have shown 
that disturbance of high frequency transmission is related 
not so much to percentage change of the earth’s magnetic 
field as to the actual magnitude of the change, so that a 
small percentage change, which is insignificant in its effect 
on high frequency transmission in the vicinity of the equa¬ 
tor, where the earth’s field intensity is low, may be suffi¬ 
cient to completely disrupt high frequency transmission 
over circuits which pass in close proximity to the magnetic 
poles. This effect is so marked that high frequencies are 
commercially useless over circuits which pass through or 
within about 750 miles of the magnetic poles. 

Q.. Mr. Latimer, have you prepared a chart which illus¬ 
trates what you are discussing? A. Yes, I have done so. 

Q. Is this the chart which you have caused to be prepared 
(handing paper to witness)? A. It is. 

Mr. Wozencraft: I ask the reporter to mark it for identi¬ 
fication as Respondent’s Exhibit 23. 

(The document referred to was marked “R. C. A. C. Ex¬ 
hibit No. 23, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion.) 

By Mr. Wozencraft: 

Q. I hand you the chart which has been marked by the 
reporter for identification as Exhibit 23. Will you describe 
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the chart please? A. This chart is a map of the world 

1363 as drawn around New York as a center. The out¬ 
standing characteristic of maps of this type is that 

you merely draw a line from the center of the map to what¬ 
ever point you are interested in, and from that line you can 
read off the great circle paths between the center of the 
map and the point in which you are interested. 

The North Magnetic Pole Zone of approximately 750 
miles radius have been drawn in on the map to the north 
northeast of New York. The zone behind this circle as 
viewed from New York is a zone in which high frequencies 
are so continually being disturbed that reliable high fre¬ 
quency communication cannot be expected. 

Q. Is this chart correct? A. Yes. 

Mr. Wozencraft: We offer that as Respondent^ Exhibit 
No. 23. | 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 23, Dockets 3336, 3337 
and 333S, ’ ’ and is filed with the transcript in the possession 
of the Commission.) 

By Mr. Wozencraft: 

Q. Have you made studies as to the relationship between 
the disturbance of high frequency transmission and the 
earth’s magnetic field? A. Yes, we have. Our studies, 
during the past six years, on the relationship between dis¬ 
turbance of high frequency transmission and dis- 

1364 turbance of the earth’s magnetic field, as recorded by 
the United States Government Observatory at Tuc¬ 
son, Arizona, have shown that variations in the horizontal 
component of the earth’s magnetic field amounting to 60 
gammas or more within a period of six hours, as recorded 
at Tucson, are sufficient to have appreciable adverse influ¬ 
ence on high frequency communication between New York 
and Europe. Fortunately, magnetic disturbances of this 
magnitude are relatively infrequent, but they do occur with 
sufficient frequency to make it necessary to take them into 
account when planning high frequency circuits to Euro¬ 
pean points, and particularly to the more northerly points. 

Q. Have you prepared charts showing the frequency of 
occurrences of magnetic disturbances of significant magni- 
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tude during the years 1932 to 1935, inclusive? A. I have. 

Q. Is this the chart which you have had prepared and to 
which vou have referred (handing paper to witness) ? A. 
Yes. 

Mr. Wozencraft: I ask the reporter to mark that for iden¬ 
tification as Respondent’s Exhibit 24. 

(The document referred to was marked “R. C. A. C. Ex¬ 
hibit Xo. 24, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion.) 

By Mr. Wozencraft: 

Q. I hand you the chart which has been marked for iden¬ 
tification as Respondent’s Exhibit 24. Will you please ex¬ 
plain the chart? A. This chart shows for a period 

1365 of four years, from 1932 to 1935, inclusive, the range 
of variation in terms of the horizontal component of 

the earth’s magnetic field as recorded at Tucson, Arizona. 
In preparing these charts, the total variation within 

1366 periods of six hours is used. When the variation 
within a six-hour period exceeds 60 gammas or mag¬ 
netic units, we shaded in the portion of the curve extend¬ 
ing above the 60 gamma level, since that represents periods 
during which high frequency transmission will be disturbed 
to greater or less extent. 

The Chairman: What is the significance of the dates in 
the left hand column, Mr. Latimer? 

The Witness: The chart is based on the average period 
of rotation of the sun around its axis. The sun has this 
rather peculiar characteristic, that its apparent rotation at 
its equator is faster than at its poles. 27 1 /-> days is appar¬ 
ently the average period for the portion which is affected 
with respect to the earth, so we have prepared the charge 
on the basis of 27-day periods which are closely one cycle 
of revolution of the sun, and the date at the left hand side 
gives you the commencement date for that line. 

Mr. Wozencraft: I offer Respondent’s Exhibit 24 for 
identification in evidence. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Respondent’s Exhibit Xo. 24, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 
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By Mr. Wozencraft: 

Q. Have you anything further to say about these charts, 
Mr. Latimer? A. In these charts, the shaded areas 
1367 represent changes in the horizontal component of 
the earth’s magnetic field in excess of 60 gammas 
in six hours, as recorded at Tucson. Occasionally high fre¬ 
quency transmission is less affected than the magnitude of 
the disturbance of the earth’s field, in terms of its horizon¬ 
tal component, would indicate. On the other hknd, some 
of the most violent disturbances of high frequency trans¬ 
mission are occasionally accompanied by relativjely minor 
disturbance, in terms of the horizontal component of the 
earth’s field. However, these deviations from the usual 


close relationship between disturbance of transmission and 
disturbance of the horizontal component of the ehrth’s field 
balance out fairly well, numerically, so the charts present 
a fairly accurate measure of the frequency of occurrence of 
magnetic disturbances during the years 1932 td 1935, in¬ 
clusive, which were significant with respect to New York- 
Europe high frequency circuits. 

Analysis of these charts for the years 1932 to j.935 inclu¬ 
sive show that moderate or worse disturbances, qf 90 gam¬ 
mas or more, occurred at an average of 39 times per year 
between midnight and 6 A. M., Eastern Standard Time, 15 
times per year between 6 A. M. and noon, 30 times per year 
between noon and 6 P. M., and 43 times per year between 6 
P. M. and midnight. 

It will be noted from the figures just given that the period 
6 A. M. to noon, eastern standard time, is the least fre¬ 
quently disturbed quarter of the day, with the period noon 
• to 6 P. M. a rather poor second. This phenomenon is 
1368 of great significance in connection with communica¬ 
tion between New York and Europe, and particularly 
between New York and Oslo. 

Q. Will you refer back, please, to Exhibit 23, the chart 
which show’s the shaded area of particularly high mag¬ 
netic dusturbance? The direction of the circuit New York 
to Oslo is outside of the shaded zone shown in Elxhibit 23? 
A. That is true. 

Q. That means that the New York Oslo circuit is free 
from magnetic disturbance? A. Not at all. The shaded 
zone is one in which really commercial communication is 
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apparently unattainable using high frequencies. The bound¬ 
ary of that zone is not a straight line as I have drawn it. 
That merely represents a degree of disturbance which is 
sufficient to render communication unreliable. From that, 
there is a steadily diminishing degree of disturbance down 
to the line of the equator, in other words, about 85 degrees 
farther. The boundarv of that useless zone is about 15 de- 
grecs east of north. Oslo is approximately 39 degrees east 
of north, but that is still far north to suffer appreciable 
from magnetic disturbance. 

Q. Tell us a little more about the New York-Oslo circuit. 
A. The New York-Oslo circuit is one of our most northerly 
circuits, and, as such, is one of the most susceptible to mag¬ 
netic disturbances; and among those most likely to be dis¬ 
turbed frequently to such an extent that high fre- 
1369 quencies become unserviceable and low frequencies 
become necessarv for maintaining communication. 
However, owing to a time difference of six hours between 
Eastern Standard Time and Norway time, there is a radical 
difference in the service value of high frequencies in oppo¬ 
site directions between New York and Oslo. 

Because of this time difference of six hours, the bulk of 
Norway’s traffic for the United States has been filed before 
noon' E. S. T., corresponding to 6 P. M. Norway time. As 
previously pointed out, the period 6 A. M. to noon, eastern 
standard time, is the least disturbed quarter of the day, so 
Oslo is generally able to use high frequencies to clear his 
traffic, with little difficulty, and thereafter requires little 
more than contact with New York in connection with the 
latter’s transmission to Oslo. 

On the other hand, the bulk of New York’s traffic for Nor¬ 
way is not filed until afternoon and early evening, eastern 
standard time, by which time high frequency communica¬ 
tion has become less dependable. There is consequently 
much greater need for low frequency transmission from 
New York to Oslo than in the opposite direction. 

Q. Have you had an exhibit prepared showing the east¬ 
ward and westward operation of the New York-Oslo circuit 
during disturbed days, February 13, March 14, April 10, 
and June 18, 1935? A. Yes, sir. 

Q. Is this the exhibit which you have had prepared 
(handing paper to witness) ? A. It is. 
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1370 Mr. Wozencraft: I ask the reporter to • mark the 
paper for identification as Respondent’s Exhibit 25. 

(The document referred to was marked “Respondent’s 
Exhibit No. 25 for identification, Dockets 3336, 3337 and 
3338.) 

By Mr. Wozencraft: 

j 

Q. I hand you the exhibit which has been marked for 
identification Respondent’s Exhibit 25. Will you please ex¬ 
plain the exhibit? A. This exhibit consists of t\vo charts, 
one representing eastward operation over the New York- 


four days 
February 


frequency 


Oslo circuit and one westward operation during 
which were quite severely disturbed. These were 
13, March 14, April 10 and June 18, 1935. 

On these charts the solid line shows the low 
transmitting speed; the dotted line shows working speed 
for high frequency transmitters, and the dashed line shows 
the variation in the earth’s magnetic field during these 
periods. 

Mr. Wozencraft: I offer Respondent’s Exhibit 25 for 
identification in evidence. 

The Chairman: Why were these dates selected? Were 
they the only magnetic storms ? 

The Witness: By no means. They were simply represen¬ 
tative dates. It would take too many charts to cover the 
whole period. 

The Chairman: This is typical of what the w^ole period 
should show? 

1371 The Witness: It is typical of what the various dis¬ 
turbed days would show. 

The Chairman: It will be received. 


(The document referred to was received in evidence, 
marked “Respondent’s Exhibit No. 25, Dockets 3336, 3337 
and 3338, and is filed with the transcript in the possession 
of the Commission.) 


By Mr. Wozencraft: 

Q. These are typical disturbed days? A. Yes. Some are 
more severely disturbed. Some are less. These are fairly 
representative. 
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Q. Do you care to add anything else concerning magnetic 
disturbances? A. Yes, I do. The low point in frequency of 
occurrence of significant magnetic disturbances was appar¬ 
ently reached in the latter part of 1933 or early part of 
1934. Thus, considering the period 6 A. M. to noon, eastern 
standard time, the charts show that moderate or worse 
disturbances of 90 gammas or more occurred 25 times dur¬ 
ing 1932, 12 times in 1933, 7 times during 1934, and 15 times 
during 1935. Similarly, considering the period noon to 6 
P. M. eastern standard time, such disturbances occurred 43 
times during 1932, 31 times during 1933, 18 times during 
1934, and 29 times during 1935. From these data and the 
known existence of an eleven year cycle in terrestrial mag¬ 
netism, it seems quite clear that we must expect increasing 
frequency of disturbance of high frequency transmission 
up to 1939, or thereabouts, and consequently more frequent 
necessity for resort to low frequency transmission 
1372 for maintaining uninterrupted radiotelegraph com¬ 
munication between York and Europe. 

Q. Do R. C. A. and R. C. A. C. carry on research in radio 
communication? A. They do. 

Q. What are some of the contributions of R. C. A. and 
R. C. A. C. engineers to the radio art in the field first of 
central office facilities? A. In this field, we have contrib¬ 
uted: 

Centralized radio operation. 

Automatic operation using ink recorder reception and 
machine transmission for all traffic. 

Facsimile and picture transmission system. 

Electrical screening in picture transmission. 

Carbon recorder for facsimile reception. 

Time division multiplex applicable to International 
Morse and multi unit codes. 

Q. How about contributions in the field of low frequency 
transmission? A. In this field we have contributed: 

Commercial application of Alexanderson alternator. 

Commercial application of multiple tuned antenna. 

Distribution of antenna current between ground connec¬ 
tions for minimum resistance. 

Antenna insulation technique up to 200,000 volts. 

Electrical “uncoupling” of antennas. 

Unidirectional, aperiodic transmitting antenna. 
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Various commercial forms of vacuum tubes for low fre- 

| 

quency service. 

1373 Q. What have R. C. A. and R. C. A. C. contributed 
in the field of high frequency transmission!? A. We 

have contributed: 

Use of high power at high frequencies. 

The first four-tube push-pull power amplifier. 

The first 200 kilowatt high frequency transmitter. 
Cooling supply to water-cooled tubes through plate coil. 
Frequency multiplier-amplifier. 

Keying filters for radio telegraph transmitters-! 
Commercial application of quartz crystal frequency con¬ 
trol to high power transmitters. 

Commercial application of hot cathode mercury rectifier 
tubes. 

Commercial application of screen grid power tubes. 
Long line frequency control. 

Resonant line frequency control. 

Loaded resonant line frequency control. 

Commercial application of ultra high frequencies. 
Automatic ultra high frequency relaying. 

Contribution to the theory of radiation from antennas. 
Theory of long wire radiation. 

Use of long wire radiators for directive antennas. 
Impedance matching of antennas and transmission lines. 
Studies in propagation of ultra high frequencies. 

Various commercial forms of vacuum tubes for high and 
ultra high frequency service. 

Q. Have our engineers made contributions to the 

1374 radio art in the field of reception? A. Yesj sir. We 
have contributed: 

The damped aperiodic unidirectional antenna. I 
Beverage low frequency wave antenna, both single and 
multi-bay. 

High frequency wave antenna, both single and two-bay. 
Diversity receiving system. 

Frequency measuring service. 

Forecasting of magnetic disturbances. 

Common battery supply for multiple receivers.! 

Common floating battery supply for multiple receivers. 
Commercial application of unicontrol superheterodyne. 
Triple detection superheterodyne. 
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Various commercial forms of vacuum tubes for low and 
hia'li frequency service. 

Various commercial forms of vacuum tubes for ultra high 
frequency service. 

Q. You mentioned diversity receiving a moment ago. 
Tell us if you will please, briefly, what the situation as to 
reception of short wave was before the Beverage diversity 
receiving system was designed. A. It is characteristic of 
high frequency signals that they are almost continuously 
varying in intensity. This, when it is rapid, interferes 
very seriously with reception. When it is slow, readjust¬ 
ment of the receivers of course from time to time 

1375 will take care of the situation. For the fairly rapid 
variations, automatic control of the gain of the radio 

frequency amplifier of the receiver will take care of quite 
a large portion of the variation, but a great deal still re¬ 
mains beyond the control of automatic gain. Our engineers 
discovered that the fading of high frequency signals did 
not occur simultaneously at points even a few hundred feet 
apart. From that, the natural step was to use a group of 
antennas some distance apart so that when one was receiv¬ 
ing very little signal, one of the others would normally be 
receiving sufficient signal to continue moving traffic. 

That proved to be the case on trial, and we now use the 
diversity system throughout on long distance circuits. We 
use three separate antennas, averaging 1,000 feet or more 
apart, and three receivers, the outputs of which are com¬ 
bined and are only very, very rarely subject to any fad¬ 
ing effect so far as the combined output is concerned. 

Q. Did the development of the Beverage diversity re¬ 
ceiving system have any marked effect upon high frequency 
long distance radio telegraphy? A. From our point of 
view and certainly from our experience, it was the one de¬ 
velopment which changed high frequencies from a difficult 
operating tool into a reliable one. 

Q. Does R. C. A. carry on research in other fields of ra¬ 
dio? A. Yes. R. C. A. Communications has a group of 
men who are working primarily in point to point 

1376 communication field. In addition to that, other sub¬ 
sidiaries of R. C. A., notably the R. C. A. Manufac¬ 
turing Company, both as to the Victor division and as to 
the Radiotron, have very large research groups working 
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in the what might be called equipment fields. Their work 
of course is broad enough to cover practically all storms of 
radio applications. 

Q. There is no duplication, is there? A. No. We have 
a coordination arrangement which essentially eliminates 
all duplication except perhaps as to the fringe^ of two 
particular jobs, which necessarily slightly overlap. 

Q. Are the results obtained by one research grohp avail¬ 
able to the other research groups in the R. C. Ai family? 
A. Yes. There is no restriction on the interchange of tech¬ 
nical information developments as they occur. 

Q. Is this interchange helpful? A. It certainly |is. 

Q. Is it correct to say that the progress in the r^dio-tele- 
graph field which R. C. A. C. has made has beenj substan- 
tiallv due to the coordinated research in all fields donducted 
bvR. C. A.? A. Yes, I should say so. The field is obviously 
a tremendously wide one, much too wide to be covered by 
any but a very, very large research organization. 

Q. Is it true that all groups have also contributed to 
the development of equipment and apparatus and to broad¬ 
casting? A. When you start out on a particular line 
1377 of research, you may hope to accomplish some par¬ 
ticular result. In very many cases, however, you 
find that your studies have application to other fields of 
radio than the one at which you are aiming. 

Q. So that, as a matter of fact, the coordinated! research 
efforts by all of the groups has materially helped each of 
the groups, and in the development of the radio art in its 
various aspects as a whole? A. That is certainly tfrue. 

Q. State your opinion as to whether or not it is probable 
that as a result of the developments now in the laboratory 
stage, many improvements will result in the art of radio¬ 
telegraph communications during the next few years? A. 
I feel that that is certainly the case. We have made a lot 
of progress in the communications field, but I think we 
are all convinced that there is still a very wide field for-ex¬ 
ploration. 

Q. Do you expect the developments of the next live years 
perhaps to equal the developments of the last five years in 
the art of radio telegraphy? A. I think there is a reason¬ 
able expectation. 
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Q. Will that expectation be realized if funds for research 
and development have to be sharply curtailed? A. That 
is rather improbable because research is certainly an ex¬ 
pensive field. 

Q. I do not think your reply makes clear the facts. 
1378 Is it or is it not a fact that if funds for research are 
for any reason curtailed, that progress will be cur¬ 
tailed? A. Obviously if your expenditures for trained re¬ 
search workers and supplies for those workers are cur¬ 
tailed, it will not be possible to make progress as rapidly 
as would have been the case without such curtailment. 

Q. Have R. C. A. and R. C. A. engineers contributed to 
the advancement of the art of radio telegraphy by techni¬ 
cal papers read and published in technical journals? A. 
Yes; the engineers of R. C. A. and R. C. A. C. have contrib¬ 
uted a large number of technical papers. I have made up 
a list of some 36 presented before the Institute of Radio 
Engineers and American Institute of Electrical Engineers, 
by engineers associated with the long distance communica¬ 
tion division or R. C. A., and now of R. C. A. C. 

Q. Will you please give the list of some of the papers to 

which vou have referred? 

* 

Q. Have there been other papers than those which 
1382 you have told us about? A. Yes. In this list I 
merely covered papers dealing with the point-to- 
point communication field. In addition to that, many papers 
have been published by the engineers of R. C. A. Manufac¬ 
turing Company and its various divisions, Radio Marine, 
National Broadcasting Company. 

Q. Do you care to add anything else, Mr. Latimer, on the 
engineering situation? A. I think not. 

Mr. Wozencraft: You may have the witness. 

The Chairman: Mr. Kimball? 

Cross Examination 
By Mr. Kimball: 

Q. Is that useless area on Exhibit 23 the reason why a pre¬ 
vious witness answered that it was impossible to communi¬ 
cate by radio from New York to Tokio? A. I presume so. 

Mr. Kimball: That is all. 

The Chairman: Mr. Kern? 
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Cross Examination 

I 

By Mr. Kern: j 

Q. Has Norway any Alexanderson alternators? A. No. 
Q. Does Sweden use Alexanderson alternators?; A. Yes. 
Q. How many do they have? A. They have two, |l believe. 
Q. You say that they are not using- short wave 

1383 equipment? A. So far as I know they are u^ing none 
for long-distance transmission. They do infrequently 

use high frequency reception. 

Q. They could communicate as well by short | wave as 
Norway, I assume? There is no difference in magnetic dis¬ 
turbances? A. Slightly better, but not enough to inatter. 

Q. Is Poland using short wave equipment? A. To a very 
limited extent. Their main reliance is on low frequencies. 

Q. Is Poland using Alexanderson alternators? A. Yes, 
they have two Alexanderson alternators. 

Q. They are using them? A. Yes. 

Q. To communicate with the United States? A. Yes. 

Q. You stated that you had Alexanderson alternators? 

A. Yes. | 

Q. When were they installed? A. At Marion, in 1920. At 
Rocky Point, work was started in 1921 but not Completed 
until 1922. 

Q. That is one apiece? A. Two each. As I previously 
stated, there were two each at each of these stations. 

At New Brunswick, one 200 kilowatt alternator 

1384 was installed during 1918. In 1920 we added a sec¬ 
ond 200 kilowatt alternator and reinstalled the first 

one in proper relation to the new one. 

At Tuckerton, work was started in 1920, I believe, and 
completed early in 1921. 

Q. On both of them ? A. On both. j 

Q. You have not installed any new ones since 1921? A. 
None. 

Q. Is this E. F. W. Alexanderson the same map that in¬ 
vented the alternator? A. Yes. 

Q. Was he originally an employee of the Genera^ Electric 
Company? A. Yes, sir. 

Q. When was he taken over by R. C. A. ? A. Hje became 
chief engineer of R. C. A. I think some time during 1920. 
Q. Does RCA manufacture the Alexanderson alternator 
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itself? A. No. Those are all manufactured by the General 
Electric Company. 

Q. And the patents for that were controlled by them and 
not by RCA? A. That is true. 

Q. RCA having rights under them? A. Yes. 

Q. What percentage of the RCA traffic to Norway is 

1385 sent by low frequency now and what percentage by 
high frequency over a year’s period? A. I cannot put 

it in percentage of traffic, but I do not believe that we have 
attempted to determine such percentages. I can, however, 
give you the percentage of the time that the circuit to Nor¬ 
way is on a high frequency and on a low frequency basis. 

Q. You mean all time or including part of the time? A. 
That is all time of the transmitter on the air available for 
instant use to Norwav. 

Q. Can you break that down during the heavy traffic load 
and the other period too? A. I am sorry, I cannot. 

Q. I have no objection to your putting anything you wish 
into the record, but I am not interested in the figures unless 

1 can get the number of words that go over the high fre¬ 
quency as against the low frequency. A. I have no such 
figures with me. 

Q. Why have not additional Alexanderson alternators 
been installed since 1921? A. If commercial application of 
high frequencies had not become available, it is very prob¬ 
able that additional low frequency transmitters would have 
been installed. The Rocky Point station was originally laid 
out for expansion to 12 antenna sections as comjDared with 

2 originally installed, and I believe the corresponding num¬ 

ber of alternators. 

1386 Q. Does Great Britain use Alexanderson alterna¬ 
tors for traffic to the United States? A. Until quite 

recently they had their Alexanderson alternators at the 
Carnoven station in regular daily use. The control lines 
from London to Carnoven were quite long and quite trouble¬ 
some, and subsequently, not many years ago, the Marconi 
Company constructed a new low frequency transmitter sta¬ 
tion, I believe, at Ondar. 

Q. Tube or alternator? A. That uses tubes. So far as I 
know, the Carnoven station has not been scrapped or even 
dismantled. But I am quite sure it is not in active use at 
the present time. 
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Q. How many do they have, if you know, at the Carnoven 
station? A. Thev had two. 

Q. Alexanderson alternators? A. Yes. 

Q. Does Russia use Alexanderson alternators in its cir¬ 
cuits to the United States? A. No. 

Q. What do they use? High frequency? A. They have 
been using high frequency only. They had been at least 
considering the provision of low frequency but I frankly 
do not know how far they have gone with it. 

Q. Does France use an Alexanderson alternator on a 
circuit to the United States? A. No. The French 

1387 company uses an alternator which was developed by 
La Tour. Those are used and are still in commission 

at the Saint au See transmitting station. 

Q. Do they use high frequency also? A. Yes. 

Q. But the principal part of their traffic comes by high 
frequency from France? A. I think the larger part does. 

Q. Does Turkey have alternators? A. Turkey has an al¬ 
ternator transmitter. I have forgotten whether it is French 
or German. 

Q. When was the British alternator installed; cfo you re¬ 
member? A. It would be the latter part of 1920 or early 
part of 1921. j 

Q. When was the French La Tour alternator? A. I have 
forgotten. 

Q. Somewhere around the same time? A. It was a little 
bit later. We opened the French circuit with reception of 
arc transmitters in France, and the stations at that time 
were Bordeaux and Lyon, and I think the other ohe was at 
Nantes. It was probably between 1921 and 1923. 

Q. Does Italy use Alexanderson alternators, do you know? 
A. Not the Alexanderson. They have a German alterna¬ 
tor, I believe. 

1388 Q. Do you know when that was installed? A. I 
don’t know exactly. It was probably around 1921. 

Q. Does China use an alternator? A. No. 

Q. Does Japan? A. Very, very little, to the United States. 
Daily to Europe. 

Q. Do you know when that was installed? A. The Jap¬ 
anese alternator is on the Alexanderson type, b^t was de¬ 
signed as to details and constructed in Japan by i Japanese 
engineers of the Shibaura Company. They had a great deal 

i 

I 

i 


i 


844 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

of difficulty with their speed control, and up to the early 
part of 1923 it was not satisfactory for regular use. 

In 1923, we sent one of our expert engineers in al- 

1389 ternators and in the antenna field to Japan to help 
the out as much as possible. Subsequently it was 

quite satisfactory for commercial use although full power 
output was never obtained. 

For communication with Europe, Japan obtained a tele- 
funken alternator installation sometime around 1927 or 
1928, I think it was. I am not at all certain of that, but it 
was quite late in the field. It was probably one of the last 
alternator transmitters to be installed except perhaps as a 
replacement in the case of Germany. 

Q. The telefunken alternator has the same characteristics, 
does it, as the Alexanderson? A. The basic principle is 
much the same, but there is this definite difference; the 
Alexanderson alternator develops the output frequency di¬ 
rectly. In the case of the telefunken alternator, the fre¬ 
quency developed is relatively low, and the output fre¬ 
quency is obtained by frequency multiplication. 

Q. R. C. A. has rights under the Telefunken invention in 
the United States, does it not? A. I can hardly answer that. 
I believe so. 

The Chairman: We will recess for 10 minutes. 

(At this point there was a short recess, after which the 
hearing resumed.) 

Cross-Examination (Continued) 

By Mr. Kern: 

Q. Similarly, the Telefunken has rights under the R. C. A. 
inventions for alternators in Germany, do they not? 

1390 Mr. Wozencraft: If vou know. 

The Witness: I reallv don’t know. 

* 

By Mr. Kern: 

Q. Are alternators being manufactured in Great Britain 
at the present time, do you know, by Marconi? A. Not that 
I know of. 

Q. What percentage of the total traffic of R. C. A. to all 
points goes by alternators, in words, if you know, or in 
messages ? A. I have no figures in terms of words or mes¬ 
sages? My figures are only in terms of transmitter operat¬ 
ing hours. 
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Q. I don’t care to ask for any business secrets, but I tbink 
it has already been testified by one of your witnesses that 
the alternator is much more expensive than the tube equip¬ 
ment. That is true, is it not? A. That is very true. You 
said “tube equipment.” Do you mean low frequency tube 
or high frequency? 

Q. Either low frequency or high frequency. A. That is 
certainly true of high frequency equipment of power rat¬ 
ings which have been used up to this time. 

Q. You mean the alternator is much more expensive than 
the high frequency tube equipment? A. That is right. 

Q. And it is also much more expensive than thb low fre¬ 
quency tube equipment which has been installed up to this 
time, is that true? A. I am a little bit skeptical of that. 

Q. I believe Mr. Winterbottom testified when they 

1391 were talking about the consortium stations in South 
America, that they cost approximately $1,000,000 

apiece. That was for alternator equipment, wasn’t it? A. 
Yes. | 

Q. That was around 1920 or 1921? A. No. i 

Q. They were talking about at that time ? A. They were 
talking about at that time, but construction work was not 
started until somewhat later. 

Q. Are the consortium stations in South America using 
alternators now to communicate with your stations in New 
York? A. No. > ! 

Q. They use short wave equipment principally or en¬ 
tirely? A. Entirely. j 

Q. Are those alternators that were installed earlier—have 
they been removed, do you know, or dismantled? A. I be¬ 
lieve dismantled describes the situation. 

Q. Do you have alternator equipment in the Philippines? 
A. No. 

Q. Or Hawaii ? A. We installed two Alexandeijson alter¬ 
nators each at the California station Bolinas and at the 
Hawaiian station Kahuku. 

Q. Two in Hawaii too? A. Two in Hawaii. 

Q. Are they being used now? A. No. 

1392 Q. They are likewise dismantled? A. The alterna¬ 
tors themselves are practically intact. The antennae 

have been dismantled. 


I 
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Q. None of the points in the Pacific such as Tahiti and 
Indo China are using alternator equipment with you now? 
And Java? A. Tahiti certainly has no alternators. Java 
has none. I am not at all sure about French Indo China. It 
is my impression that they did start out their service with 
France using French alternators. 

Q. When was that? A. I don’t know the actual date. It 
was in the early 20s. 

Q. They are using short wave now? A. Yes. 

Q. The tests that Mr. Winterbottom referred to in com¬ 
munication from New York to Tokio, was that with all three 
classes of equipment, alternator, high frequency arid low 
frequency tubes? A. We have tried both low frequency and 
high frequency. I think the earliest tests on the low fre¬ 
quency field date back to the fall of 1922 and the early part 
of 1923 when I was out there and made such observations. 
The circuit is a long one, attenuation of a low frequency 
basis is quite high. On a high frequency basis, the fact that 
the circuit passes through the vicinity of the north magnetic 
pole makes it impractical. 

Q. Outside of the period of magnetic storms or special 
disturbance, the service by the short wave or high 
1393 frequency is satisfactory to Norway and from Nor¬ 
way, isn’t it? A. That is true. 

Q. Do you know how many transmitters Norway has? 
A. No, I do not. 

Q. One observer said he had seen two transmitters there 
and another stated there was one. Do you happen to know 
whether they are using more than one transmitter? A. I 
don’t know what their equipment is. All I have is their 
frequencies. 

Q. Wouldn’t you observe if they ever used a second trans¬ 
mitter? Would you have any way of knowing? A. I per¬ 
sonally would not. 

Mr. Kern: That is all. 

The Chairman: Mr. Arnold ? 

Cross-Examination 
By Mr. Arnold: 

Q. Mr. Latimer, can you state the total number of fre¬ 
quencies licensed by the Commission for use by K. C. A.? 
A. I believe it is about 123. 
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Q. How many of these are used for communication ser¬ 
vice from New York? A. I would have to read them off 
from a list. I have not summarized them. 

Q. Could you count them and give us the number? I 
would also like to know how many are below a hundred 
kilocycles and how many above 4000. A. There are 8 below 
a hundred kilocycles, one below 4000. Shall I ccjunt them 
now for you or supply them later? 

1394 Q. If it won’t take too long. A. There pre 7 be¬ 
tween 4000 and 6000. There are 50 between 6000 and 

18,000 kilocycles, and 12 18,000 and 22,000. j 

Q. I believe you have already testified to the use of fre¬ 
quencies below 100 kilocycles on the Oslo circuit Could 
you furnish for the Commission approximately correct data 
showing the percentage of traffic volume to Norway sent 
over the low frequency as against those sent over high fre¬ 
quency? A. Yes, we can do that, and I am quite sure that 
we could have the information by tomorrow mojrning for 
you. That would be samples as distinguished fronji an anal¬ 
ysis over a long period. 

Q. It will be a general estimate checked with spot checks 
then to determine its accuracv? A. Yes. 

Q. What light would these figures throw upon tfhe neces¬ 
sity that exists for the use of low frequency? A. Npt a great 
deal. 

Q. Why is it that you use low frequency for certain 
periods of the day as a regular means of transmission? 
A. There are two reasons behind that. In the first place, 
we have a long standing arrangement with all of bur Euro¬ 
pean correspondents that if for any reason they lose signals 
from the transmitter which has been working to them, they 
will try an alternate, perhaps an alternate high frequency 
transmitter. Not being able to hear that, | they .will 

1395 go at once to a named low frequency transmitter. 
That designated low frequency transmitter is usually 

WCI, which is the most powerful we have. As such, it can 
be heard in Europe any time that it is on the aif. It can 
also be read anytime during the year in Europe unless there 
is a local lightning storm at some particular receiving sta¬ 
tion. 

Consequently, having that transmitter on the air, we nat¬ 
urally attempt to keep it moving traffic as distinguished 
from merely running idle. 
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Norway enjoys some of the use of that common trans¬ 
mitter. 

The second feature is that because the Norway circuit 
is a particularly sensitive one, we customarily change from 
high frequencies to low almost at a threat of disturbance. 
It is much more practical from our point of view to change 
over to the low frequency transmitter when there are signs 
of difficulty than to try to find a high frequency which will 
serve perhaps for half an hour, and perhaps three or four 
hours. 

Q. As I understand it then, Mr. Latimer, your records are 
such that you could hardly give us much information as to 
how often it is actually necessary to use a low frequency 
in communicating with Norway? A. That is true. The rec¬ 
ords show undoubtedlv a great deal more use of low fre- 
quenev to Norway than was absolutely necessary. 

Q. And you could not estimate as to how often it actually 
would be necessary? A. Yes, I think the magnetic 
1396 chart which I submitted earlier gives a fairly accu¬ 
rate measure of the number of occasions on which we 
would have had to resort to low frequency to move our traf¬ 
fic during the afternoon and early evening. 

Q. Does the use of low frequency increase the cost of op¬ 
erating the circuit? A. The direct operating cost of a low 
frequency transmitter is somewhat larger than that of a 
high frequency transmitter. The low frequency transmit¬ 
ter involves quite a large power consumption. The high 
frequency transmitter uses considerably less power, but also 
has a steady expense for power tubes and has a somewhat 
higher maintenance expense. 

Q. Could you state relatively how much an increase in ex¬ 
pense resulted? A. The direct operating costs are approxi¬ 
mately $4.00 per hour for power for the low frequency trans¬ 
mitter. Power tubes, repairs, repair parts, of the order of 
$1.50 for high frequency transmitter. 

Q. I do not understand that your answer gave us any 
basis of comparison between the low frequency and the high 
frequency expense. Is that correct? A. There is of course 
another item of expense which is depreciation and obso¬ 
lescence. That is certainly much larger for low frequency 
equipment than for high. The building space required by 
a low frequency transmitter and of course the fixed charges 
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on the building are much greater for low frequency than for 
high. Your other expenses, such as leased lines, staff, 

1397 supervision and the like are essentially tlje same 
whether low or high. 

Q. They are also more expensive to construct, are they? 
The low frequency? A. Yes. I 

Q. Would you indicate relatively how much more expen¬ 
sive they are than the high frequency? A. That ratio varies 
very widely. If you are interested in a 20,000 cycle trans¬ 
mitter and directive antenna, you find that the antejnna cost 
will be quite small because the dimensions on 3 [our an¬ 
tenna do not need to be verv large. You take the other end 
of the useful range, around 4000 kilocycles, the cost of a high 
gain directive antenna is quite large. j 

Considering only transmitter antenna, at the upper end 
of the scale of frequency, the ratio is perhaps 20 to 1 against 
the alternator as to cost. At the lower end, you come down 
to perhaps 10 to 1, but you must remember of cohrse that 
one alternator and one low frequency transmitter will give 
you substantially 24-hour communication. With the high 
frequencies, some circuits, three frequencies would suffice. 
For the European circuits, taking the range from midsum¬ 
mer to midwinter, also taking a range of years representing 
the magnetic cycle, you require a minimum of five to do the 
job that is to provide service over the same hours that the 
low frequency transmitter would. 

Q. Are these expense factors similar in connection with 
receiving stations? A. The situation at the receiving sta¬ 
tions is not nearly so different as at transmitting 

1398 stations. The cost of a three-set diversity receiver 
is not greatly different to the cost of a low frequency 

receiver. Similarly, the cost of our best type of wide fre¬ 
quency band directive antenna in a diversity group of three 
is verv much the same as the cost of a 9-mile wavb antenna. 

Q. How many frequencies are ordinarily used for the Oslo 
circuit? A. Oslo is the primary point of commuhication I 
believe for only two frequencies. Secondarily, practically 
all of the frequencies assigned to New York are available 
under the alternate clause of the licenses. It is |a charac¬ 
teristic of high frequency directive antennae that they are 
not as sharp as a good searchlight, for example. The beam 
is relatively of course very narrow, but after you have gone 
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a few thousand miles, a narrow beam is still hundreds of 
miles wide. 

In addition to that, there is a diffusion effect in the travel 
in space so that a sharp beam radiated from New York 
while producing maximum signal strength at the point at 
which it was aimed, nevertheless is spread out so that points 
somewhat distant away on either side can make satisfactory 
use of it. 

For the first 10 months of 1935, something like 18 dif¬ 
ferent New York transmitters were used at different times 
and for different periods throughout that 10 months’ period. 

Q. Are the R. C. A. C. radiotelegraph circuits to 

1399 foreign points and from foreign points ever inter¬ 
rupted by interference? A. Yes. There is intermit¬ 
tent interference. 

Q. Will you state in general how often and how long? A. 
It varies tremendouslv: I should think that on an average 
of about once a dav, there is at least one case of interfer- 
ence usuallv of brief duration. There are certain cases of 
conflicting registry where interference is prolonged. 

Q. Are these interruptions becoming more frequent or 
less frequent? A. They are becoming steadily more fre¬ 
quent. 

Q. What circuits are most affected? A. The New York- 
European circuits as a group suffer most. 

Q. How many radiotelegraph transmitters in the New 
York area does the R. C. A. C. have that are capable of 
sending more than one paid message at the same time? A. 
I believe you refer there to multiplex. So far as the trans¬ 
mitters are concerned, anv one of them is suitable for the 
purpose, assuming of course that you have satisfactorily 
designed and manufactured the transmitter in the first 
place. The only remaining question is whether or not you 
have enough power and enough antenna gain for the par¬ 
ticular circuit you want to use it on. 

Q. How many of those transmitters are there which could 
be so used? A. We have 40 high frequency transmit- 

1400 ters under New* York control, and that is applicable 
to all. 

Q. At what speed per message can these transmitters be 
used in sending more than one message ? A. There are two 
limitations on speed. The first one is the practical one of 
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the terminal office equipment. The limit in our case there is 
something like 250 words per minute for International 
Code transmission. 

The second limitation is in the ether path itself. Al¬ 
though you send out a single dot, the waves at tinies do not 
reach their destination by exactly the same path. Some of 
the lower angles of rays will have travelled a muqh shorter 
distance than those which were radiated at a higher angle 
and have had to travel a greater distance in goingj up to the 
ionosphere' and back to ground and so on. The jnet result 
is that instead of getting one dot at the receiving station, 
you get two or three or four or more depending oh the con¬ 
dition of the ionosphere. There is a slight hut perceptible 
time lag between the commencement of each of these indi¬ 
vidual dots which lengthens out your signal. Th^ effect of 
that lengthening is to set a definite maximum speed at which 
you can operate with having your series of dotfs run to¬ 
gether and form dashes. That ranges from perhaps a thou¬ 
sand words a minute with very high frequencies, |and prac¬ 
tically perfect conditions, down to a few hundredi 

Q. Considering the present New York facilities of R. C. 
A. C., how many more radiotelegraph circuits than there 
are transmitters can be operated for paid^ traffic at 
1401 the same time! A. Again I believe you hgve multi¬ 
plex in mind. In principle, a three-channel multiplex 
installation could work a single channel to three different 
countries separately. There are no such installations at the 
present time set up for multi-country operation. 

Q. Does R. C. A. C. have any receivers in the New York 
area which are capable of receiving more than one message 
at the same time from foreign points! A. Theije again I 
believe you refer to multiplex. The answer is the Same as in 
the case of the transmitters. No change in our receivers as 
they stand is necessary for multiplex reception. 

Q. Are your receivers so used in handling paid traffic! 
A. That is true on circuits equipped with multiplex. 

Q. In general it is true, is it not, that in the commercial 
radiotelegraph field, any transmitter is used to send only one 
frequency at a time, and any receiver is used to feceive on 
only one frequency at a time, is that correct! A. That is 
true with the qualification that there are I believe still a 
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very few transmitters utilizing marking and spacing waves. 
Those transmitters are all old ones and all abroad. 

Q. "What are the requirements for transatlantic commer¬ 
cial radiotelegraph circuits from an engineering standpoint ? 
How many frequencies are required? A. For a European 
circuit, we are convinced from our experience of the 

1402 past 11 years, in the use of high frequencies, that the 
minimum is five frequencies. Could you ask the ques¬ 
tion as to the particular features you have in mind? 

Q. I think that is brought out by your answer to the par¬ 
ticular point I wanted. The addition of each foreign circuit 
requires the addition of a receiver at the United States ter¬ 
minal, does it not? A. That is true. Again with a reserva¬ 
tion that as a matter of policy and to a considerable extent 
necessity, we always have more receivers available than the 
number of circuits which we operate and even than the num¬ 
ber of transmitters which we normallv receive over those 

* 

circuits. In the first place, it is not good policy to stop a 
bus}' circuit to change frequencies. Consequently when the 
time comes to change to a different wave, we tune in the 
new frequency new wave before we stop the old one. That 
of course requires additional receivers, and at times it may 
be safe to open a new circuit without adding a new receiver, 
although that would be a transient condition. 

Q. How many frequencies are now used by the Oslo station 
for transmitting commercial radiotelegraph circuit to R. C. 
A. C. at New York? A. Thev have I believe four high fre- 
quencies and one low frequency. The low frequency is LCD, 
36.58 kilocycles. The high frequencies are LCI, 5905 kilo- 
cvcles; LCJ, 9980 kilocvcles; LCP, 14,550 kilocycles, and 
LCK, 19,960 kilocycles. * 

Q. These frequencies are registered at the Berne 

1403 Bureau? A. I believe so. 

Q. For service to the United States? A. I have not 
looked up, but I would believe so. 

Q. To your knowledge, does the Oslo station intend to 
transmit also to Mackav New York on these frequencies? 
A. I really don’t know. 

Q. Does R. C. A. C. have any objection to the use of these 
frequencies for transmission also to Mackay? A. Yes, we 
do not like such an arrangement. For one thing, there is 
inevitable loss of time in switching transmission from one 
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receiver station to another. True it is merely a matter of 
sending an attention signal or waiting for an acknowledg¬ 
ment from the other stations transmitted. Even so, there 
is a wastage of time which means that our circuit will be 
adversely influenced to that extent, and some slight delay 
applied to messages to be handled by us. 

The second part of course is that there is no practical 
way to confine our messages to our receiver, and Mackay’s 
messages to Mackay’s receiver, so that messages handled 
via R. C. A. and via Mackav will both come out on the rec- 
ord slip in each central office. 

Q. Could any reduction in power or technical facilities 
employed for the existing R. C. A.-Oslo circuit be made with¬ 
out adversely affecting the quality of the service now ren¬ 
dered? A. I should say no. This is the situation, however, 
that on a really quiet day—I am speaking magnetically— 
five of ten kilowatts is ample. Then you have an inter¬ 
mediate degree of disturbance, during which period 
1404 you are going to have to increase power to maintain 
.satisfactory communication at normal speed. With 
still greater severity of disturbance, you probably will not 
have sufficient working speed with any available amount of 
power. In the worst cases, you do not even hear the distant 
transmitting station. 

Q. In your opinion, how many additional direct circuits 
could be operated between Oslo and New’ York bv R. C. A. 
C. from the standpoint of present available frequencies? 
A. The use of the v-ord “circuit” where it really represents 
the channel of communication, is a little bit confusing. 
When we are working, let us say, in the wintertime during 
the forenoon to Norway, we will probably be using a fre¬ 
quency in the 13 or 14 meg acycle band, carrying traffic. The 
transition period arrives, and w 7 e change over to a lower 
frequency without interrupting communication. We do not 
start on the lower frequency until Norway has signified that 
it is ready for use. During that period, we actually have 
two circuits as you have been using the term and jas I have 
understood it, v r here there is still only the New York-Oslo 
circuit. 

Q. Is the existing R. C. A. C. circuit to Oslo loaded to 
capacity at the present time? A. Far below capacity. 


i 
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Q. Has it ever carried a capacity load? A. It must be a 
long, long time ago if it lias. 

Q. Are you operating circuits to Tokio, Shanghai and 

Manila direct from New York as I believe vou are licensed 

* 

to do at the present time? A. No. 

1405 Q. Are you operating to Mexico City and Buenos 
Aires from San Francisco? A. I do not believe so, 

with the reservation in the case of Buenos Aires that we 
do handle some addressed program service. 

Q. R. C. A. C. stations, WQD and WEM at Rocky Point 
are licensed to communicate to Honolulu in addition to other 
points, are they not? A. I do not recall. 

Q. Do you know if you operate a direct radio circuit of 
any kind from the New York area to Honolulu? A. The 
situation there is the same as from San Francisco to Buenos 
Aires. Program service only at the present time, and that 
intermittent. 

Q. Do you operate a direct radio circuit from Bolinas, 
California to Buenos Aires? A. That is under San Fran¬ 
cisco control. 

Q. To Mexico City? A. That is the same question, isn’t 
it? 

Q. Excuse me. R. C. A. C. in the interest of public service 
is licensed by the Commission to use certain transmitters 
and certain frequencies primarily for communication to 
specified points. Is operation carried on strictly according 
to this primary plan, or do deviations from the plan occur in 
practice particularly in the transatlantic service? A. The 
efficient use of high frequency would be almost impossible 
if we were held strictly to use of certain frequencies 

1406 only on certain circuits only, unless of course we name 
all points as primary points for each particular fre¬ 
quency. For example, we have something like 16 circuits to 
Europe. If we set out to deal with those, one circuit for 
each frequency assigned, five frequencies to each circuit as 
we would certainly have to do to cover the entire period of 
a year, there are 80 frequencies, some of which would be 
almost overlapped, and some of which would be very, very 
lightly loaded. 

The only practical procedure is to retain the alternate 
clause permitting the operating organization to use the fre¬ 
quencies to the best advantage in the light of transmission 
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conditions as they exist at any hour of the day, any day of 
the year. 

Q. In your opinion, are frequencies between 75 and 4000 
kilocycles suitable for transatlantic commercial radio-tele¬ 
graph service? A. In that band, there is not a gre^t deal of 
value for long distance circuits. The lower frequencies in 
the vicinity of 75 kilocycles has a night frequency feature 
to them. Tremendous power would be required foil effective 
service or in fact any service during the daytime. At night¬ 
time, moderate power would still, up in the hundreds of 
kilowatts, probably be necessary for very long! circuits. 
Going towards about 1,500 kilocycles, that characteristic 
of usefulness at night becomes more pronounced along with 
increasing need for power. Between 1500 and 4000, you 
come into the zone of night use, but diminishing attenuation. 
So far as service between New York and Europe is 

1407 concerned, apparently there is little to be gained by 
going below 4000. Along with somewhat stronger 

signals, you also get stronger static, so it is a staiid-oflf. 

The Chairman: We shall recess until 2 o’clock. 

(Whereupon at 12:30 o’clock p. m., a recess Was taken 

until 2 o’clock of the same dav.) 

* ' 

1408 After Recess. 

The hearing was resumed at 2 o ’clock p. m., pursuant to 
the taking of the noon recess. 


The Chairman: Mr. Arnold, would you resume? 

Whereupon C. W. Latimer resumed the witness stand and 
testified further as follows: 

I 

Cross-Examination (Continued) 

By Mr. Arnold: 

Q. Mr. Latimer, if a frequency in the band from 4000 to 
6000 kilocycles is being used for point-to-point service, or 
for mobile service, within the Continental United States, 
would this prevent reception on or near the same frequency 
of commercial radio-telegraph signals from a foreign sta¬ 
tion by R. C. A. C. at Riverhead, New York? A. If on the 
same frequency, and if the station which we were not try- 
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ing to receive was using fairly high power it would certainly 
interfere during the winter night season, unless practically 
at the opposite side of the earth, in which case the so-called 
night frequency would be operating in a daylight zone, and 
would be attenuated so severely that it would not reach us. 

If operated at a frequency too close to that which we 
were trying to receive there would of course be interference 
also. 

Q. Would the same general facts hold true for Point 
Reyes, California? A. Yes, sir. 

Q. Would you confirm it as a fact that less interfer- 

1409 ence can be tolerated when employing high speed 
automatic tape reception than when using oral recep¬ 
tion at a speech of approximately 35 words per minute? A. 
Yes, I think that is true, although the difference is not very 
great. 

Q. Would you confirm the fact that the transmission of 
address program material and facsimile requires a fre¬ 
quency band considerably wider than that required for ordi¬ 
nary commercial radio-telegraph transmission? A. Yes, 
that is true. Program transmission of satisfactory quality 
requires a modulation frequency of at least 5000 cycles. 

Facsimile transit speed requires a band of three to four 
thousand cycles. 

Mr. Arnold: That is all, Mr. Chairman. 

The Chairman: Any further questions, Mr. Wozencraft? 

Redirect Examination 

By Mr. Wozencraft: 

Q. Mr. Latimer, Mr. Arnold just asked you a question 
about program transmission service. Mr. Winterbottom 
testified concerning the growth of that and gave some fig¬ 
ures from memorv. Has Mr. Winterbottom asked vou to 

* V 

check those figures which he gave since he appeared on the 
stand, and have you done so? A. Yes, and I have done so. 

Q. What do the figures show as to the number of program 
transmissions during 1935? A. The story for the entire 
year 1935 shows that we received for broadcast in 

1410 the United States 280 programs from 39 different 
countries, 15 programs from three different ships, 26 

programs from 3 different aircraft. 
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In addition to that, we transmitted 366 programs to Hon¬ 
olulu, and 54 programs to 14 other countries, making 4 total 
of 741 programs into or from out the United States. 

Q. Are Alexanderson alternators used for transmission 
across the Pacific? A. Not at the present time. j 
Q. Why ? A. Conditions on the Pacific have always been 
found relatively favorable in comparison with transatlantic 
operation. Static is less. Attenuation seems to be lower. 
In addition to that, the circuits between San Francisdo and 
Far Eastern points are farther away from the north mag¬ 
netic pole than are transatlantic circuits, and are conse¬ 
quently considerably less disturbed. | 

The result has been that very satisfactory service across 
the Pacific can be rendered on a high frequency basis only. 

Q. Are alternators used in the transmission of messages 
to South America? A. No, not now. | 

Q. Why? A. The situation there was this: On a lbw fre¬ 
quency basis the South American countries suffered very 
severely from static interference, chiefly during th^ early 
afternoon. To a lesser degree we suffered the same trouble 
in reception from such countries, from such points 
1411 as Rio de Janeiro and Buenos Aires. j 

When high frequencies became available it vfas dis¬ 
covered that they would work steadily through this after¬ 
noon period of different reception, and provided essentially 
day and night service. j 

The Great Circle Path between New York and yarious 
South American points is all in a region of low intensity 
of the earth’s magnetic field. As such it requires an! unusu¬ 
ally severe disturbance to cause any trouble with reception, 
or with transmission, rather. j 

Q. In very simple language, then, in transmitting across 
the Pacific and to South America you do not use alterna¬ 
tors because of the atmosphere conditions which are such 
that high frequency transmission is satisfactory 4nd low 
frequency transmission is not needed? A. That is true. 

Q. Now, how about Europe? A. Between New Yjork and 
Europe the situation is definitely different. The j circuits 
are all relatively close to the north magnetic pole and sub¬ 
ject to rather frequent disturbance. Consequently, if we 
wish to render uninterrupted service, and we certainly do, 
we have to resort to low frequencies from time to time. 
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Q. You have testified that in giving service between the 
United States and the European countries five high fre¬ 
quencies are necessary for use during the different periods 
of the day and different periods of the year. Across the 
North Atlantic can vou get continuous service even with 

i c? 

five high frequencies, or is a low frequency neces- 

1412 sarv? .A. No: in addition to that vou must have the 

7 » 

low frequency. 

Q. In carrying on the service with Norway is low fre¬ 
quency absolutely necessary? A. That is true. 

Q. If you did not have any low frequency what would you 
do? A. I am afraid we should have no choice but to periodi¬ 
cally turn over a certain volume of traffic to the cables 

Q. Why have we built no new Alexanderson alternators 
in recent years? A. By the time the high frequencies be¬ 
came commerciallv available we had reached the stage in the 
low frequency field where additional channels were practi- 
callv not to be found. So to that extent the arrival of high 
frequencies was very fortunate indeed. 

Q. Do we have enough Alexanderson alternators to make 
use of the low frequencies assigned to us? A. Yes, and 
more. 

Q. And we use them for that purpose? A. We do. 

Q. So that any new low frequency transmitter today would 
have to use one of the low frequencies heretofore used by 
older equipment? A. In the main that is true, but there 
have been a number of abandonments of low frequencies. 

W 7 e have discontinued ourselves two at Kahuku. 

1413 The Chairman: A little louder. 

Mr. Kern: I did not hear vou. I am sorrv. 

* V 

The Chairman: Speak a little louder so Mr. Kern can 

hear vou. 

* 

(The last answer of the witness was read by the reporter.) 

The Witness: And two at Valinas. 

By Mr. Wozencraft: 

Q. That is because of the transpacific situation of which 
you have spoken? A. Right. 

Q. Now, have you yourself seen in the last year or two 
any large low frequency transmitter in the process of con- 
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struetion by an American manufacturing company? A. 
Yes, I have. 

Q. Do you know that a new large low frequency trans¬ 
mitter has recently been constructed? A. More than one. 

Q. More than one. Do you know the relative cost of the 
construction of these new low frequency transmitters to the 
cost of construction of alternators? A. I have seei[i no defi¬ 
nite figures, but I have been reliably informed that their cost 
is somewhat greater. 

Q. Greater than the alternator? A. That is true! 

Q. Mr. Kern in asking you about the situation ;in Euro¬ 
pean countries asked you whether or not each of several 
countries had alternators. If I remember correctly he did 
not ask you about Germany. Does Germany have an 

1414 alternator? A. Yes; it has two. | 

Q. Does it use them ? A. It does. 

Q. Does Holland have an alternator? A. Yes; I believe it 
also has two. 

Q. Does it use them? A. I believe it uses only one at a 
time. 

Q. Does Belgium have an alternator? A. Yes. 

Q. Does it use it? A. It does. j 

Q. Is the use of alternators across the Northj Atlantic 
rather general ? A. Quite general. I 

Q. What percentage of the time could we carry on radio¬ 
telegraph service with Norway without the use of low fre¬ 
quencies ? A. Somewhere between 80 and 90 per cqnt of the 
time, I should judge. 

Mr. Wozencraft: You may have the witness. , 

The Chairman: Mr. Kimball, or Mr. Kern? j 

Recross-Examination 

By Mr. Kern: j 

Q. How many countries are you licensed to serve in 
Europe by the Commission? A. I can answer th^t only on 
the basis of countries with which we are working, which 
is 16. 

| 

Q. I asked you for those with which you were li- 

1415 censed, if you will count them (indicating document). 
A. There appears to be 17 on this basis of!this list. 

Q. What is the total number of frequencies yoii have for 
Europe assigned by the Commission? 
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Mr. Wozencraft: May it please the Commission, if we are 
going into the matter of frequencies of the stations to which 
we are licensed it is going to take a long time if Mr. Kern 
asks us and we ask Mackay about each frequency, and in 
what country it is licensed, and whether or not it is used, 
and how many words are transmitted over it. 

I do not see that it has any ajiplication whatever to this 
hearing. The Commission has already given notice that we 
were going to have a hearing before long as to points which 
are inactive. I assume that the time will come before long 
when the Commission will make an investigation as to the 
assignment of frequencies and the use by each company, and 
I do not see what possible reason there is for going into 
the use of frequencies by each of the companies here. If it 
is of interest to the Commission and if Mr. Kern wants to go 
into it we of course will go into it completely with reference 
to our own company and with reference to the Mackay 
Company. 

The Chairman: The witness may answer. 

A. I gave some figures of that nature in response to a 
question from Mr. Arnold this morning. 

By Mr. Kern: 

Q. I thought you did, but I was not quite sure what they 
were. A. I didn’t memorize them when I gave them 
1416 to him, but may I suggest we go back to the record 
for them? 

Q. This (indicating document) might help you on the 
calculation of it. A. I have the whole list of frequencies, 
but I should— 

Q. (Interposing) You see there are duplicates is the rea¬ 
son I did not give it to you. A. I should have to go through 
exactly the same process I did this morning and pick them 
out as to their various frequencies. 

The Chairman: It is in the record, Mr. Kern. Do you 
need them at this time ? 

Mr. Kern: Yes, I recall that. 

Bv Mr. Kimball: 

Q. As I recall, he said 143 is the total. A. 123. 

Mr. Kimball: 123. 
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By Mr. Kern: 

Q. Do you have low frequency for all the countries in 
Europe? Are you licensed by the Commission to use low 
frequencies to all circuits in Europe? A. I believe so, but I 
don’t recall the details of each license. 

Q. Spain? A. Certainly as an alternate. 

Q. And Portugal? A. Equally certain, and with the alter¬ 
nate clause. 

Q. Here is the list I have (indicating), and this| shows it 
for every other country except these (indicating), 

1417 Spain and Portugal. This is a certified list from the 
Commission. A. The mere fact a country is or is not 

named as a primary point of communication on each license 
is rather immaterial in view of the alternate clafise which 
has been wisely incorporated in our licenses. 

Q. Do you use low frequencies to Spain or Portugal? A. 
I do not believe they are used to any great extent^ perhaps 
not bevond the emeruencv contact feature that I described 
this morning. 

Q. You stated this morning, I believe, that if Norway uses 
the same frequency communicating with Mackay Radio that 
they would use communicating with R. C. A. both the R. C. 
A. and Mackay will have the complete text of all messages 
that are sent, did you not? A. Yes. 

Q. Now, you operate on the same frequency to Portugal 
and to Spain, do you not, the same frequency? A. Certainly, 
at times. 

Q. And Portugal and Spain both have the complete text 
of messages in those cases? A. That would be true. 

Q. Wherever there is a forked circuit arrangement that 
would be true, would it not? A. Yes. 

Q. It is also true that any radio company by setting a 
recorder can record all messages on the tape at artv time, is 
that not true? A. Yes. Some of them would need additional 
equipment, as, for example, the Multiplex channels, 

1418 printer channels. 

Q. There is no particular reason to fehr of any 
abuse of confidence by reason of that fact, is there, that 
might not exist without it? A. That is rather hard to say. 
Certainly there is the opportunity, which is quite different 
in the case of a forked circuit, from a foreign government 
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with the two branches of the fork, one coming into 66 Broad 
Street, and the other coming into 67, I think it is, Broad 
Street, in New York, two competing American companies. 

In the case of the forked circuits which we operate their 
terminals are in different countries with substantially no 
competitive feature involved. 

Q. But the fact is that vou observed the Mackav Radio 
circuit in Copenhagen, and that is the way you had the in¬ 
formation as to the few messages that Avent to Canada, is 
that not true? A. Not Copenhagen; Czechoslovakia I be- 
lieA'e is the story. 

Q. CzechosloA’akia I meant to say. And the fact is Mac¬ 
kav knoAvs Avhat use has been made of the Nor wav circuit, or 

can knoAv that bv observation is it not? A. It is true that 

* 

the Mackay Company could intercept NorAvay transmissions 
addressed to R. C. A. Communications. 

Q. There is nothing that you knoAv of that makes it im¬ 
proper for them to intercept that if they do not disclose in 
any Avav the contents of messages, or use that for 
1419 competitive adA’antage, to observe the normal Avork- 
ing of a circuit, and hoAv much it is used? Do you 
think that is proper or not? A. I don’t see that there is any 
occasion to intercept the operation of another circuit unless 
you have in mind gaining some competitive advantage, or 
making other definite use of the information you gain in 
that fashion. 

Q. Then AA-hv did you do it in the case of Czechoslovakia? 

Mr. Wozencraft: May it please the Commission, it has 
been sIioavu, and the record shoAvs very definitely, and I call 
counsel’s attention to it, which doubtless he has forgotten, 
that Czechoslovakia Avas operating on the same frequency to 
Buenos Aires that it aauis operating on to NeAv York, a 
forked circuit, and that the messages came across the tape 
at Broad Street. 

Mr. Kern: You are correct. 

Mr. Wozencraft: On the frequency on which Broad Street 

ahvavs receives Czechoslovakia. 

* 

Mr. Kern: That is correct. I had forgotten that. 

Mr. Wozencraft: I think counsel will Avish to correct any 
impression he may have left in view of that circumstance. 

Mr. Kern: I withdraw that last question. I had forgotten 
that fact. 
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By Mr. Kern: 

Q. But it is a fact you have observed the conditions of 
other companies ’ operations, perhaps for the purpjose of de¬ 
termining conditions of static, or otherwise, or fot knowing 
how circuits work, is it not? A. I should; say that 

1420 such observation is almost unknown. We do listen 
to foreign transmitters frequently, but only for the 

purpose of measuring their operating frequency, so that we 
know their normal operating frequency, and know what to 
do in the case when interference is experienced. 

Q. But haven’t you made complete spools of talpe with a 
full record in certain cases ? A. I have no knowledge of that. 

Q. What? A. I have no knowledge of that. 

Q. You don’t know of any cases where those spools have 
been submitted to the Commission? A. I have no knowledge 
of that. I might add that my field with R. C. A. Communica¬ 
tions is entirely the operation, maintenance, and construc¬ 
tion of the stations for transmission and reception. I have 
nothing to do— 

Q. (Interposing) I was not asking that to show any im¬ 
propriety, with any implication of any impropriety, and I 
want to make that perfectly clear. But I was just asking 
that to show that the condition which you set forth is the 
one that existed in the case of Czechoslovakia is the condi¬ 
tion as far as the reception in Spain and Portugal is con¬ 
cerned, and it is a condition that may exist at any time by 
anyone observing what is going through the eth^r and the 
conditions of the atmosphere, and everything connected 
with the operation of a circuit. A. There is no doubt but 
in the case of forked circuits, if they are operated at the 
present day all terminals of a fork could well record 

1421 the messages addressed to the different tongs of the 

fork. | 

Q. And you operate other forked circuits than! the one I 
have just now mentioned? A. We operate a number of 
forked circuits, depending entirely upon the voluijne of busi¬ 
ness to be moved over the circuit at that particular time of 
the dav and the vear. 

m/ 4/ 

Q. There are times when economy enters into that and you 
do not operate several transmitters if you can operate with 
a single transmitter, where the volume is light, is not that 


i 
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correct? A. Yes. When the volume is light and there is 
several circuits in the same direction you would ordinarily 
use a forked circuit. If the volume becomes heavy then 
that country goes off the forked circuit onto single trans¬ 
mitters. 

1422 Recross-Examination 

Bv Mr. Arnold: 

Q. Mr. Latimer, can you state approximately upon how 
many frequencies R. C. A. C. now receive signals from Euro¬ 
pean points in daily operation in the New York area? 

Mr. Wozencraft: You mean over the period of the year 
or at this time or the year, or what, Mr. Arnold? 

Mr. Arnold: At this time of the year. 

A. Do you also mean for an entire day, for example, 

1423 or just at a particular time? 

By Mr. Arnold: 

Q. For an entire day. An approximate answer will be 
satisfactory. A. Somewhere between 60 and 80, I believe. 
We may receive as many as 47 simultaneously. 

Mr. Arnold: That is all. 

The Chairman: Any further questions ? 

Redirect Examination 

Bv Mr. Wozencraft: 

* 

Q. Of course, during the year you receive on a very, very 
much larger number than that at some time during the 
year, would vou not? A. Yes. 

Q. And also during each day you would receive during 
the course of each dav on a verv much larger number of 
frequencies than that? A. Yes, larger than that, and that 
is a peak load. 

Q. Does R. C. A. operate anywhere a forked circuit 
where two forks terminate in the same country? A. Not to 
my knowledge. 

1424 Recross-Examination 

By Mr. Kimball: 

Q. Mr. Latimer, on the question of the observation of 
traffic is there any difference in the situation in your mind 
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for Mackay Radio observing Norway traffic, or ht a time 
when they also had a circuit to Norway itself from a busi¬ 
ness standpoint? A. Oh, from the business standpoint I 
don’t believe there is any particular difference. The cover¬ 
age would probably be more though. 

Q. It is true, is it not, that Mackay can observe your cir¬ 
cuit all they want to, but they can’t do anything about 
1425 it so far as developing a radio circuit is concerned 
because thev do not have a radio circuit, is that true ? 
A. Correct. 

Q. But quite the opposite would be true if they had a cir¬ 
cuit of their own, wouldn’t it ? A. That is certainly true. 

Mr. Kimball: That is all. 

1428 William N. Krebs was called as a witness for the 
Commission and, having been first duly swcjrn, testi¬ 
fied as follows: 

Direct Examination. 

By Mr. Arnold: 

I 

Q. Mr. Krebs, have you stated your name for thfe record? 
A. William N. Krebs. 

Q. What is your position, Mr. Krebs ? A. Radio| engineer 
of Federal Communications Commission, Telegraph Sec¬ 
tion. 

Q. How long have you held that position? A. (Mace the 
formation of the Communications Commission in Jjulv, 1934, 
and previous to that with the Radio Commission since July, 
1930. 

Q. Since July, 1930. has it been your duty as an engineer 
of this Commission to examine all applications for construc- 
tion permits, licenses, or modifications thereof? A. Yes, sir 
it has. 

Q. That includes all point-to-point radio-telegraph and 
radio-telephone stations for both domestic and international 
public service ? A. Yes, sir. 

Q. For what specific reasons are such applications exam¬ 
ined by you ? A. They are examined by me in order 

1429 that I may make a detailed report to the Coinmission 
in respect to such matters as the status of the re¬ 
quested frequencies concerning the possibilities of interfer¬ 
ence existing or proposed assignments in reference to the 
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power requested, as to whether it is likely to give the ser¬ 
vice indicated, and also with respect to the points of com¬ 
munications specified in the application as to whether they 
are new or already licensed for the particular applicant 
involved, and as to the parallel circuits that may be in ex¬ 
istence. 

The frequencies are compared with the allocation indi¬ 
cated by the Commission’s rules and by the international 
treaties to see if they conform, and a detailed report on 
all of these matters is made to the Commission. 

Q. When an application requests the assignment of a 
frequency previously unassigned bv the Commission, or a 
change in the location of an existing assignment, what pro¬ 
cedure do you follow to determine the possibilities of inter¬ 
ference resulting from the proposed operation? A. Well, 
I examine the record of existing assignments with respect 
to the particular frequency or frequencies which are to be 
assigned in response to the application, examine the service 
hours of these stations, compare them with those of the pro¬ 
posed assignment, consider the relative locations of the sta¬ 
tions, the characteristics of the frequencies involved in a 
particular case, and I also compare the interference areas 
of the various stations, and from this comparison and ex¬ 
amination of records I make my conclusion as to whether 
or not interference will occur. 

Q. Have you, within the past ten days, and from 
1430 time to time during your employment by the Com¬ 
mission, made an examination of the records of fre¬ 
quency assignments registered at the International Bureau 
of the Telecommunication Union, for stations of various 
countries in the band of 10 to 75 kilocycles? A. Yes, I have 
made that examination within the past ten days. 

Q. Did you make this study in reference to the availability 
of additional frequeuncies for transatlantic radio-telegraph 
service between the United States and Norway and other 
points in Europe? A. Yes, I made a study in particular ref¬ 
erence to that possibility. 

Q. How many additional frequencies then in the band of 
10 to 75 kilocycles appear to be available for this service? 
A. Considering existing registrations, the power of stations 
of this particular type, and the consequent interference 
range, it appears to me that there are about two frequen- 
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cies left in this band that might be assigned for commercial 
transatlantic radio-telegraph communication between the 
United States and points in Europe, Asia, or Africa, and in 
addition about two of the existing Mackay assignments on 
the West Coast, if transferred to the Atlantic Coast, might 
possibly be used. 

Q. How many frequencies in this band are nowj assigned 
by the Commission for transatlantic radio-telegraph ser¬ 
vice ? A. Nine in all; eight to R. C. A. Communica- 

1431 tions, Inc., and one to the Mackay Radio & Telegraph 
Company. 

Q. Under Rule 229 of the Commission how mbny radio¬ 
telegraph channels are allocated for fixed service in the 
band 10 to 75 kilocycles, based upon the channel separation 
designated by Rule 228? A. 156. I 

Q. To your knowledge, has any frequency in the band 75 
to 110 kilocycles been licensed by the Commission [for trans¬ 
atlantic radio-telegraph point-to-point stations? A. No, in 
my experience with the Commission I have never observed 
any license in the band of 75 to 110 kilocycles lidensed for 
that particular service. 

Q. Has the Mackay Radio & Telegraph Company ever 
been licensed by the Commission for transatlantic radio¬ 
telegraph service on frequencies below 110 kilocycles? A. 
Yes, they have been, and are licensed on one such frequency, 
specifically, 32.6 kilocycles, call WFY, Sayville, New York. 
This has been licensed since January 10, 1933. 

Q. According to Commission records when was R. C. A. 
C. first licensed to communicate with Norway? 'A. By the 
Department of Commerce, April 15,1920, on a frequency be¬ 
tween 25 and 26 kilocycles, Station WSO, Marion, Massa¬ 
chusetts. 

Q. Have you had prepared under your direction from the 
official records of the Commission data relative to the R. C. 
A. and Mackay low frequency point-to-point radiotelegraph 
frequencies? A. Yes, sir. 

1432 Mr. Arnold: I offer for identification a document 
consisting of three typewritten sheets entitled “Data 

relative to the R. C. A. and Mackay low frequency point-to- 
point radio-telegraph frequencies.” 

The Witness: That is it. 

Mr. Arnold: Dated January 14, 1936. 
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The Witness: Yes, Januarv 14. 

By Mr. Arnold: 

Q. Is this the document to which you refer? A. I think 
that is one of them. There is another one very similar to it 
which you might introduce at this time. A. No. That is it. 
There is no other one. 


(The document referred to was marked “Commission’s 
Exhibit No. 6, Docket Nos. 3336, 3337 and 3338, for Identi¬ 
fication.”) 

Bv Mr. Arnold: 

* 

Q. Will you describe the makeup of that exhibit, please? 
A. This document is in the form of a typewritten memo¬ 
randum showing the individual low frequency stations op¬ 
erated and licensed to R. C. A. Communications, Inc., with 
the corresponding dates showing when they were first li¬ 
censed, and the points of communication at that date. 

This also shows the Mackay Radio & Telegraph Company 
low frequency stations, with the dates of their first licenses, 
and their points of communication at that time. 

In addition, the R. C. A. Communications, Inc-., existing 
high frequency and low frequency stations are shown which 
communicate with Oslo at the present time. 

1433 Also, there is a list of the stations which Mackay 
proposes to use for communication with Oslo in con¬ 
nection with the pending applications. 

Mr. Arnold: I offer Commission Exhibit No. 6, 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 6, Docket Nos. 3336, 
3337, and 3338,” and is filed with the transcript in the pos¬ 
session of the Commission.) 

By Mr. Arnold: 

Q. Mr. Krebs, under Rule 229 are there any frequencies 
between 110 and 4000 kilocycles which are allocated for 
fixed service? A. Yes, there are a number of frequencies 
in this range which are allocated by Commission Rule 229 
to fixed service in accordance with the International allo¬ 
cations. 
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In the range 161 to 194 there are 31 frequencies between 
200 and 272 kilicycles. j 

There are a number of frequencies which, howjever, are 
allocated only for use in Alaska. 

There are also a number of frequencies between 2000 and 
3500 kilocycles, which are allocated for fixed service. 

Outside of the specific bands mentioned there are no other 
frequencies between 110 and 4000 kc. which are allocated to 
fixed service by the Commission. 

Q. Have any of these ever been licensed for trahsatlantic 
commercial radio-telegraph point-to-point service by the 
Commission? A. The frequencies referred to in my pre¬ 
ceding statement to my knowledge have n^ver been 
1434 licensed for transatlantic commercial radio-telegraph 
point-to-point service, except in possibly ope or two 
rare cases, which have not been continued. 

Q. What would you say with respect to their availability 
and suitability for transatlantic commercial sertice? A. 
As to their availability, I simply mention the fact that 
practically all of them are now licensed to existing stations, 
either in the United States, or Canada, and it follows that 
they probably would not be available for further assign¬ 
ments in view of potential interference. 

As to their suitability, it is my belief as an engineer at the 
Commission that they are not at all suitable for copimercial 
transatlantic radio-telegraph circuits. 

This follows, especially in view of the fact that during my 
employment with the Commission 1 have never been fre¬ 
quencies in this band licensed for such service, n^r have I 
seen any applicants express an interest in the possibilities 
of this band. j 

Q. Have you made a compilation of data from the official 
files of the Commission -with respect to the Mackav Radio 
and Telegraph Company showing the distribution of fixed 
service frequencies in the bands 10 to 75 kilocycles and 
4000 to 23000 kilocycles with respect to the licensee’s loca¬ 
tion, and purposes for which the frequencies are licensed? 
A. Yes, I have made that. 

Mr. Arnold: I offer to be marked for identification as 
Exhibit for the Commission No. 7 two typewritten pages. 
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1435 (The document referred to was marked “Commis¬ 
sion’s Exhibit No. 7, Docket Nos. 3336, 3337 and 

3338, for Identification.”) 

Bv Mr. Arnold: 

Q. Do these pages constitute the compilations to which 
vou referred? A. Yes, thev do. 

Q. Will you describe their contents, briefly? A. I think 
you have properly described them already. I will be glad 
to go into further details. I do not think it is necessarv. I 
think they are self-explanatory. 

I might add that this data has been compiled from the 
official records of the Commission, and no other source of 
information has been used. 

Mr. Arnold: I offer Commission’s Exhibit No. 7. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 7, Docket Nos. 3336, 
3337 and 3338,” and is filed with the transcript in the pos¬ 
session of the Commission.) 

Bv Mr. Arnold: 

* 

Q. Have you prepared data of the same sort with refer¬ 
ence to the R. C. A. Communications, Inc? A. Yes, I have. 

Mr. Arnold: I offer for identification Commission’s Ex¬ 
hibit No. 8, consisting of three typewritten pages. 

(The document referred to was marked “Commission’s 
Exhibit No. 8, Dockets Nos. 3336, 3337 and 3338, for Identi¬ 
fication.”) 

1436 By Mr. Arnold: 

Q. Do these pages constitute the compilation to which you 
referred? A. Yes, they do. 

Q. Would you describe it briefly to the Commission? A. 
The various columns are separated by a single line and a 
double line. 

Starting with the four columns on the left, these refer 
only to stations located on the Atlantic Seaboard. 

And the first column on the left shows the specific fre¬ 
quency which is licensed. 
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The double asterisk means that the frequency is shared 
with other circuits to other regions. For example, the fre¬ 
quency of 6950 is used, rather than used, I would say that it 
is licensed for communication primarily with Europe,land is 
also licensed for communication primarily with somb point 
in Central America, or South America, or Canada, or 
Mexico. This frequency is also registered this way in the 
Berne Bureau. i 


The single asterisk means that the frequency is also li¬ 
censed for domestic service in accordance with the limita- 
tions of Commission Rule 240. I 

The second column from the left shows the frequencies 
which are licensed x>rimarily for communication with the 
points shown at the top of the column. j 


The first column shows the same with respect to com¬ 


munication with Hawaii. 


And the fourth column with respect to communication to 
the Far East. 


1437 The columns to the right in general are set up in 
the same manner, and I think it is unnecessary for 
me to go into further detail at this time, unless the Com¬ 
mission so desires. I 

Mr. Arnold: I offer for the record Commission’s (Exhibit 
No. 8. _ j 

The Chairman: It will be received. 


(The document referred to was marked “ Comnfission’s 
Exhibit No. 8, Docket Nos. 3336, 3337 and 3338,’; and is 
filed with the transcript in the possession of the Commis¬ 
sion.) | 


Bv Mr. Arnold: ' 

%/ , 

Q. Would you say that additional frequencies for trans¬ 
atlantic commercial radio-telegraph service were available 
in the band from 4000 to 23,000 kilocycles from the stand¬ 
point of existing assignments registered with the Berne 
Bureau? And in consideration of the provisions of Article 
VII of the General Radio Regulations Annexed to the 
International Telecommunication Convention of Madrid? 
A. Well, it is impossible to give a factual reply tci a ques¬ 
tion of that kind. j 

The specific number of frequencies which are available 
is an intangible factor, and one which depends bn many 
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considerations, chiefly among which are the locations of the 
additional stations to be accommodated, their hours of 
operation, the directivity of their antennas, a selectivity of 
the receiving stations, which are also involved. 

I can only make the general statement that in my opinion 
it is difficult to select from the Berne list any frequencies 
at this time which would appeal- to be free of inter- 

1438 ference for use on the present Atlantic commercial 
radiotelegraph circuits. 

Q. From your examination of numerous applications and 
licenses at the Commission what would you say is the 
general practice today in regard to number of frequencies 
licensed for one transatlantic commercial radio-telegraph 
circuit between Europe and the United States? A. I would 
say that on the average four separate frequencies are re¬ 
quired, based upon the following assumption: 

For summer day frequency one frequency somewhere be¬ 
tween 16 and 21 megacycles. 

Summer transition frequency somewhere between 10 and 
16 megacycles. 

Summer night frequency somewhere between 7 and 11 
megacycles. 

Winter day frequency somewhere between 12 and 16 
megacycles. 

Winter transition frequency somewhere between 5 and 11 
megacycles. 

Winter night frequency somewhere between 4 and 9 mega¬ 
cycles. 

The licensees generally combine these requirements to 
meet their particular situations, which results on the aver¬ 
age in the assignment of a total of four frequencies, such 
as the following typical example: 

A Frequency in the 4 megacycle band for winter night use 
onlv. 

1439 A frequency in the 7 megacycle band for a summer 
night frequency and a winter transition frequency. 

A frequency in the 13 megacycle band for use as a winter 
day frequency and a summer transition frequency. 

A frequency in the 18 megacycles band for summer day 
use only. 

Q. Have applications been granted by the Commission 
in the last five years which were made necessary according 
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to the applicants in order to change the transatlantic point- 
to-point frequency assignments to overcome interference 
in the international fixed public service, and whefe changes 
tor transitions and characteristics caused by the 11-year 
sun spots cycle? A. Yes; several such applications have 
been granted in the past five years. 

Q. Have you any statement to make concerning the rela¬ 
tionship of frequencies, stations, and points of communica¬ 
tion which are not specifically designated by th^ applica¬ 
tions involved in this hearing? A. Yes, sir, I haye a state¬ 
ment I would like to read into the record on this ppint. 

It is my understanding that the international! point-to- 
point radio-telegraph service of R. C. A. C. andIM. R. T. 
is carried on by the use of a plurality of transmitters and 
frequencies which, as conditions require, are used inter¬ 
changeable for communication with several foreign points. 
Although it is true that individual frequencies a]nd trans¬ 
mitters of these companies are licensed for certain specific 
primary circuits, it is also true that their fadio sta- 
1440 tion licenses for international service authorize the 
secondary use of each licensed station of the respec¬ 
tive company for communication with “any fixed point of 
communication specifically named in any of the fisted public 
service licenses of the company.” This is necessary in 
view of the changeable characteristics of longdistance 
radio-telegraph circuits with respect to optimum frequencies 
for communication with specified points, and due tcj the vari¬ 
ation in volume of traffic required to be handled to the vari¬ 
ous points, which during peak volume conditions ipay neces¬ 
sitate a departure from normal operating practice. There¬ 
fore, from an engineering standpoint, consideration of fre¬ 
quencies, circuits, equipment, and points of communication 
not directly specified in the application being hegrd, is in 
fact revelant to certain issues involved in the hearing, since 
not only the three stations in questions but any station of 
Mackav in the same service can be utilized at the discre¬ 
tion of the company for communication with Oslo if the 
pending applications are granted. Likewise these three 
stations can be used also for communication with any other 
licensed Mackay fixed point of communication. 

Q. According to licenses issued by the Commission what 
other licensees besides Mackay Radio & Telegraph Com- 
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pany and R. C- A. C. have been authorized to engage in 
international point-to-point radio-telegraph communications 
for the general public? A. The Tropical Radio Telegraph 
Company is licensed to operate circuits to Central America, 
West Indies, Northern South America, and Mexico. 

1441 Globe Wireless, Limited, is licensed to operate cir¬ 
cuits to Hawaii, Guam and the Philippines. 

The United States Liberia Radio Corporation is licensed 
to operate a circuit to Liberia in western Africa. 

The Southern Radio Corporation is licensed to operate a 
circuit to Bolivia. 

These stations were licensed for fixed public service. In 
addition, the following companies are licensed to operate 
circuits for fixed public press service: 

Press Wireless, Inc., to Europe, South American, Mexico, 
Cuba, Hawaii, the Philippines, and the Far East. 

Hearst Radio, Inc., to Mexico and Cuba. 

Q. Have you compiled data showing the history of fre¬ 
quencies notified to Berne by Norway in connection with 
fixed service to the United States? A. Yes, sir, I have. 

Q. Is this compiled from the records of the Commission? 
A. Yes, sir, it was, and from official publications of the 
Berne Bureau in the files of the Commission. 

Mr. Arnold: I offer to be marked for identification two 
copies of two typewritten pages carrying the title named 
in my preceding question as Commission Exhibit No. 9. 

(The document referred to was marked “Commission’s 
Exhibit No. 9, Docket Nos. 3336, 3337 and 3338, for identi¬ 
fication.”) 

By Mr. Arnold: 

Q. Is this the compilation to which you had reference? 
A. Yes, sir, that is it. 

1442 Q. Will you describe it briefly for the Commis¬ 
sion? A. This is intended to show the registration 

history of the frequencies which the Berne publications 
show as being registered for service from Norway to the 
United States. I think it is largely self-explanatory. I 
will be glad to answer any questions the Commission may 
have. 

Each frequency is shown with the corresponding call let¬ 
ters and the location, the dates of the occasions upon which 
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it was notified to the Berne Bureau, the type of service for 
which it is registered, together with the points of pommuni- 
cation, wherever they were shown in the list. 

, I 

By The Chairman: 

Q. These frequencies are only those for which the regis¬ 
tration is active at this time, is that correct? Aj It is my 
understanding that it is, yes, sir. 

Q. You did not go back to cheek to see if any qf the fre¬ 
quencies had been registered at one time and later dropped ? 
A. No, we didn’t make a check as complete as that. 

Q. When you entitle it “History of Frequencies,” you 
mean “History of Frequencies now Active”? 4- That is 
true. I think there might have been one additional that is 
not now active at the present time. 

Mr. Arnold: T offer for the record Commission Exhibit 
No. 9. | 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 9, Docket Nos. 
1443 3336, 3337 and 3338,” and is filed with the transcript 
in the possession of the Commission.) 

By Mr. Arnold: 

Q. Mr. Krebs, did you also prepare data showing the 
total number of radio frequencies which are normally useful 
for long distance transoceanic point-to-point communication 
assigned to fixed stations of the United States primarily for 
point-to-point circuits in accordance with the Communica¬ 
tions Act of 1934? A. Yes, sir, I have prepared such a list. 

Mr. Arnold: I offer for identification three typewritten 
pages, dated January 27,1936, and bearing the titje already 
stated, for identification as Commission’s Exhibit No. 10. 

(The document referred to was marked “Com mi ssion’s 
Exhibit No. 10, Docket Nos. 3336, 3337 and 3338”’ and is 
filed with the transcript in the possession of the! Commis¬ 
sion.) 

By Mr. Arnold: j 

Q. Is this the compilation to which you had reference 
(indicating) ? A. Yes, that is it, Mr. Arnold. 
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Q. Will you give any further necessary description of 
the contents of this exhibit? A. I think it is self-explana¬ 
tory. In order to save time I won’t go into it unless the 
Commission so desires. 

Mr. Arnold: Unless there is objection I offer for 

1444 the record Commission Exhibit No. 10. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 10, Docket Nos. 3336, 
3337 and 3338,” and is filed with the transcript in the pos¬ 
session of the Commission.) 

By Mr. Arnold: 

Q. Mr. Krebs, did you also prepare data showing the 
number of channels for fixed service of the frequency bands 
10 to 75 kilocvcles and 4000 to 23,000 kilocvcles? A. Yes, 
sir, Mr. Arnold, I did. 

Mr. Arnold: I offer for identification Commission Ex¬ 
hibit No. 11, a single typewritten sheet, bearing the title 
already stated in the preceding question. 

Commissioner Pavne: It will be received for such pur¬ 
pose. 

(The document referred to was marked “Commission’s 
Exhibit No. 11, Docket Nos. 3336, 3337 and 3338, for Identi¬ 
fication.”) 

By Mr. Arnold: 

Q. Is this the document to which you had reference (indi¬ 
cating) ? A. Yes, it is. 

Q. Do you desire to make any explanation of the state¬ 
ments in the document? A. I think it is largely self-explan¬ 
atory. I will be glad to answer any questions on it that 
anyone might have, if it is desired. 

Mr. Arnold: Unless there is objection I offer for 

1445 the record Commission’s Exhibit No. 11. 

The Chairman: It will be received. 

(The document referred to was marked “Commission’s 
Exhibit No. 11, Docket Nos. 3336, 3337 and 3338,” and is 
filed with the transcript in the possession of the Commis¬ 
sion.) 
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By Mr. Arnold: 

Q. Do you have anything further on that! A. No, sir. 

The Chairman: .We shall recess for 10 minute^. 

(Whereupon a short recess was taken, after jvhich the 
hearing was resumed as follows:) 

I 

1446 Direct Examination (Resumed) 

I 

Bv Mr. Arnold: 

•> 

Q. Mr. Krebs, did you also prepare a statement show¬ 
ing the point-to-point telegraph stations of RCA (Communi¬ 
cations operating on frequencies below 100 kilocycles! A. 
That was prepared by the Commercial License division of 
the Commission under my direction. 

Q. Was it prepared from the official records of the Com¬ 
mission! A. Yes, sir. 

Mr. Arnold: I offer for identification as Conimission’s 
Exhibit 12 one typewritten sheet entitled as in my pre¬ 
ceding question. 

(The document referred to was marked for identification 
“Commission’s Exhibit No. 12, Dockets 3336, 3337 and 
3338.”) 

By Mr. Arnold: 

! 

Q. Is this the compilation as to which you referred! A. 
Yes, that is it. 

Mr. Arnold: If there is no objection, I offer the compila¬ 
tion as Commission’s Exhibit 12. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 12, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 

Mr. Arnold: I would like to ask the Comjmission to 

1447 take judicial notice of paragraph 19 of Article 7 on 
the General Radio Regulations annexed to the con¬ 
vention held at Madrid in 1932. This section of Article 7 
deals with the use of frequencies between 6,000 and 30,000 
kilocycles in long distance communication. 

The Chairman: The Commission will take notice of that. 
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Mr. Arnold: Your witness. 

The Chairman: Mr. Kern? 

Cross Examination 
By Mr. Kern: 

Q. The purpose of introducing this is to give the statis¬ 
tical information in connection with frequencies that may 
be available for transoceanic communication? 

Mr. Kimball: What do you mean by “this”? 

Mr. Kern: Introducing this testimonv and these exhibits. 

A. Yes, that is my purpose in compiling it and introduc¬ 
ing, it to make available for the record any pertinent in¬ 
formation that may be required. 

Mr. Kern: I have no questions. 

The Chairman: Mr. Wozencraft? 

Cross Examination 

By Mr. Wozencraft: 

Q. Mr. Krebs, on Commission’s Exhibit 12 you show 
RCA Communications, Inc., licensed on frequency 22.1 kilo¬ 
cycles, Gothenberg, San Francisco, ship subscribers to press 
service. Should not Oslo also be included? A. Yes, 
1448 sir, that is a typographical error. Oslo should be 
included. 

Q. Will you please change the copies on the exhibit of¬ 
ficially introduced to include Oslo? 

I * 

The Chairman: Let that change be made. 

The Witness: (Complying) 

By Mr. Wozencraft: 

Q. If it was determined that two radio circuits should be 
provided for each country which now has one such circuit 
to the United States, do you believe it would be possible 
to obtain sufficient frequencies so that no interference to 
free reception could be obtained in the United States on 
each channel? A. Your question is based on the assumption 
that approximately double the number of frequencies would 
be required for the addition of these circuits? 

Q. Well, there is only one circuit now, yes. A. Dupli¬ 
cate circuits? 



FEDERAL COMMUNICATIONS COMMISSION, ET AU. 879 

Q. Yes. A. I would say that it would be extremely 
doubtful if enough frequencies could be found which from 
the standpoint of potential interference would be satis¬ 
factory for assignment to the necessary stations. 

Q. If a single group of frequencies is adequate for carry¬ 
ing a given load of traffic, is it an economical use of fre¬ 
quencies to provide two sets to provide the same traffic 
load? A. I would say that it is not an efficient use of 
1449 frequencies. 

Q. In order to provide the greatest continuity of 
service across the North Atlantic by radio, is pot a low 
frequency necessary in addition to high frequency? A. Yes, 
is it my belief as an engineer that such is the case. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kimball? 

Mr. Kimball: No questions. 

The Chairman: Does anybody else have any questions? 


(No response.) 

The Chairman: You are excused, Mr. Krebs. 

i 

(The witness is excused.) 

The Chairman: Mr. Kern, I should like to leave it en¬ 
tirely to you as to whether you care to start your rebuttal 
testimonv now, or wait until after the last RCA Vitness is 
on tomorrow. 

Mr. Kern: We are ready to go on now with soifie points, 
and I assume if anything new comes up, that we can have 
further rebuttal after the last witness. 

Mr. Arnold: We have another Commission witness. 

Mr. Kimball: Perhaps I can help the situation. I have 
a few questions to clear up. 

The Chairman: Let us have the other Commission’s wit- 

j 

ness. 

Francis P. Heartsill, a witness produced on behalf of the 
Commission, being first duly sworn by the Chairrhan, testi¬ 
fied as follows: 

1450 Direct Examination 

_ I 

Bv Mr. Kennedv: 

* 

Q. What is your connection with the Federal Communi¬ 
cations Commission ? A. I am an accountant in the account¬ 
ing department. 
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Q. Have you done any work in respect to the responses 
which the carriers submitted replying to the Commission’s 
questionnaire of December 14, 1935? A. I made up two or 
three schedules, the first and most important of which is a 
comparative statement of the volume of traffic both as to 
the number of words and as to the amount of revenue to 
the American companies between the United States and 
Norway, for the period beginning January 1,1935, and end¬ 
ing October 31, 1935, showing the several classifications of 
messages and also the percentage of traffic handled by each 
company. 

Q. Have you a copy of that exhibit ? A. I have, yes. 

Q. Is there any further explanation which you wish to 
make in regard to this exhibit? A. I think the statement 
is self explanatory. 

The Chairman: The information was taken from the 
questionnaires ? 

The Witness: Yes, all of this information has been com¬ 
piled from the statements submitted by the several com¬ 
panies in answer to the Commission’s letters of December 
14 1935. 

Mr. Kimball: What is the “A” or “B” over on 
1451 the right hand side? 

The Witness: I was just going to add that pos¬ 
sibly that might need slight explanation. At the left hand 
side you will find A, total cable; and B, total radio; C, 
total cable and radio, and in the two columns under “Total 
words,” the percentage of A or B means the percentage of 
type of service, whether cable or radio, and the percentage 
in the “C” column is the percentage of the total traffic in¬ 
cluding both the cable and radio. And the same explana¬ 
tion obtains for the last two columns under “Total reve¬ 
nue,” percentage “A” or “B” and “C”. 

Mr. Kennedy: We offer this table, Mr. Chairman, as 
Commission’s Exhibit 13. 

Mr: Kimball: I would like to ask one more question. 

The Chairman: Yes, Mr. Kimball. 

Mr. Kimball: What is the significance of the item under 
“Greeting messages,” above the line “Commercial Cable 
Company” and below the line “Western Union,” and in 
parenthesis 9 M, in the light of the note of what the paren¬ 
thesis indicates? 
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The Witness: The parentheses which are referred to in 
the note only refer to the line of Mackay Radio & Tele¬ 
graph Company where the revenue for all messages is in 
parentheses, because with reference to the reveniue to that 
company, there is a loss instead of a profit. 

Mr. Kimball: Then in that entire greeting column— 

The Witness (Interrupting): It should be brackets. 

Mr. Arnold: What does that M mean? j 

1452 The Witness: It means messages, because in the 
response of the twm companies involved there was 

no number of words given. Just the number of messages 
only, w T ith respect to the G.T.G., if my recollection is cor¬ 
rect. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Commission’s Exhibit No. 13, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the posses¬ 
sion of the Commission.) 

By Mr. Kennedy: 

Q. With respect to the next exhibit, where was the in¬ 
formation obtained! A. From the replies of the same com¬ 
panies in replv to the Commission’s letter of December 14, 
1935. ' | 

Q. Will you explain what this exhibit shows! A. This 
exhibit shows with respect to the different classifications of 
messages, the average number of words handled daily in 
traffic between the United States and Norway eastward and 
westward separately for the period beginning January 1, 
1935, and ending October 31, 1935, the number of business 
days during that period being estimated at 250. The figures 
are all expressed to the third decimal point. The Inumber of 
words for example, Western Union Telegraph j Company, 
full rate urgent, is .944 a day words. J 

Mr. Kimball: Less than one! 

The Witness: A little over nine-tenths of one word per 
day. And in the ordinary, 65.552. The reason I 

1453 adopted that method was because it was exact and 
saved making certain corrections in the figures that 

would be less than one point, which would make | it in some 
instances to show inexact percentages. 
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By Mr. Kennedy: 

Q. I believe you explained that you used 250 business 
days in this ? A. That is taking an average of 25 business 
days a month for a period of ten months, and it checks up 
within two or three days. 

Q. There was an exhibit introduced heretofore, I be¬ 
lieve by RCA, which used a different period, that is, for 
this same period, wasn’t there? A. I think there was, yes. 

Q. Have you compared that exhibit with this one? A. I 
think the figure they used was 255, which if applied on the 
basis of their average would obtain the same result as our 
average arrived at from using the 250. 

Q. That explains the difference? A. That explains the 
differences between that and certain averages as furnished 
by one of the respondent companies. 

Mr. Kennedy: We offer this table as Commission’s Ex¬ 
hibit 14. 

Mr. Kimball: Your exhibit means, does it not, that there 
are 5268 and approximately one-quarter words per day 
eastbound and 4173 and one-sixth words per day westbound? 

The Witness: That is exactlv the truth. 

* 

1454 The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked Commission’s Exhibit 14, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

Mr. Kennedv: That is all of this witness. 

The Chairman: Any further questions of Mr. Heartsill ? 

Cross Examination 

Bv Mr. Wozencraft: 

•/ 

Q. Real revenue comes from urgent, full-rate, ordinary, 
urgent CDE and ordinary CDE, does it not? A. By far the 
largest bulk does, yes. 

Q. And those four classifications, there are approximately 
ten urgent words per day eastbound, 150 ordinary, 38 urgent 
CDE and 1370 ordinary CDE; is that right? A. That is 
true. 

Q. About 1568 urgent, full-rate, ordinary, urgent CDE 
and ordinary CDE combined; is that right? A. That is 
true, accepting your calculation. 
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Q. Westbound on these same four classifications from 
which the primary comes, there are five urgent words per 
day from Norway to the United States and 172 ordinary 
full rate, and 13 urgent CDE and 1502 ordinary CDE; is 
that right? A. Yes, sir. 

Q. Or a total of approximately 1682 words per day from 
Norway to the United States in all four classifica- 

1455 tions combined? A. That is true. I might add that 
the deferred and the letters also produce ain appre¬ 
ciable amount of revenue and possibly in answer to your 
first series of questions, I might not have noticed that you 
did not include deferred and letter. 

Q. Your primary revenue, your high rate messages, are 
the ordinary full rate, urgent CDE and ordinary CDE ? A. 
They are the high rates per word, yes. 

Mr. Wozencraft: That is all. 

Mr. Kennedy: Mr. Chairman, earlier in the hearing Mr. 
Kimball raised the question as to a letter of January 3 
or several letters of January 3 from the Commission. We 
offer copies of those letters, all of them dated January 3, 
one addressed to the International Telegraph and Tele¬ 
phone Corporation; two of the same date to RCA Communi¬ 
cations, Inc.; and two letters of the same date to Mackay 
Radio Telegraph & Cable Company, Incorporated. I might 
point out for Mr. Kimball’s benefit that these letters were 
not addressed to the cable companies. This will be Com¬ 
mission’s Exhibit 15. 

The Chairman: They will be received. 

(The documents referred to were received in (evidence, 
marked Commission’s Exhibit No. 15, Dockets 3336, 3337 
and 3338, and the same is filed with the transcript in the 
possession of the Commission.) 

Mr. Kennedy: That is all we have at this time; 

The Chairman: Mr. Kern ? 

1456 Mr. "Wharton: Our first witness on rebuttal will 
be Mr. Samuel G. Ordway. 

Samuel G. Ordway, called as a witness in behalf of the 
applicant in rebuttal, being first duly sworn by the Chair¬ 
man, testified as follows: 
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Direct Examination 
By Mr. Wharton: 

Q. Will you state your name for the record, please? A. 
Samuel G. Ordway. 

Q. You are secretary of the International Telegraph & 
Cable Corporation, are you not? A. Yes, I am. 

Q. You are also secretary of the Postal Telegraph & 
Cable Corporation? A. Yes, sir. 

Q. You are familiar, are you not, with Applicant’s Ex¬ 
hibit 27, introduced in evidence this morning, showing the 
corporate chart as of June 14, 1935, Postal Telegraph and 
Cable Corporation and subsidiary companies? A. Yes, I 
am. 

Q. The applicant in this case, Mackay Radio & Telegraph 
Company, is a Delaware corporation, is it not? A. Yes, sir. 

Q. All of the officers and directors of that corporation are 
American citizens, are they not? A. Yes, they are. 

Q. Referring to Applicant’s Exhibit 27, that shows 
1457 does it not, that all of the outstanding capital stock 
of applicant is owned by Radio Communications Com¬ 
pany? A. Radio Communications, Inc., I think. 

Q. Radio Communications Company, Inc., is a New York 
corporation, is it not? A. Yes. 

Q. Are all of its officers and directors United States 
citizens? A. Yes, they are. 

Q. Applicant’s Exhibit 27 shows further, does it not, that 
the entire outstanding capital stock of Radio Communica¬ 
tions Company, Incorporated, is owned by The Mackay 
Companies, a Massachusetts trust? A. That is correct, 
ves. 

Q. All of the trustees of the Mackay Companies are 
United States citizens, are they not? A. Yes, they are. 

Q. The same is true of the officers of the Mackay Com¬ 
panies? A. It is true of the officers also. 

Q. The capital stock of the Mackay Companies is di vided 
into common and preferred shares; is that correct? A. 
Yes. 

Q. Approximately what percentage of the total outstand¬ 
ing common and preferred shares of the Mackay Companies 
is owned by Postal Telegraph & Cable Corporation? A. 
Postal Telegraph & Cable Corporation owns all but 15/100 
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of one per cent of the common, and they and the 

1458 Commercial Cables together own all but! 1.31 per 
cent of the preferred stock of the Mackay Companies. 

Q. Postal Telegraph & Cable Corporation is incorpo¬ 
rated in Maryland? A. A Maryland corporation, yes. 

Q. As to its directors, are they all citizens of the United 
States? A. The directors are all citizens of the United 
States and the officers are all citizens of the United States. 

Q. The capital stock of the Postal Telegraph! & Cable 
Corporation, how is that distributed? A. All of! the com¬ 
mon stock is owned by International Telephone & telegraph 
Corporation. 

Q. What is the number of shares of common Mock out¬ 
standing? Is it 1,017,050? A. Yes, that is my recollection. 

Q. Then there are preferred shares of Postal Telegraph 
& Cable Corporation ? A. The preferred shares afe 305,295 
outstanding. 

Q. You stated, did you not, that all of the common shares 
of the Postal Corporation are owned by the I. T. & T., 
International Telephone & Telegraph Company?! A. Yes. 

Q. And the preferred shares? A. The exact nfimber ac¬ 
cording to this chart, which I am certain is correct^ the total 
number of outstanding preferred is 305,295 shares. 

1459 Q. The International Telephone & Telegraph Cor¬ 
poration is, I think you testified, a Maryland corpora¬ 
tion? A. A Maryland corporation. 

Mr. Wharton: I now offer for identification as appli¬ 
cant’s exhibit 30 two copies of the certificate of incorpora¬ 
tion and by-laws of the International Telephone & Tele¬ 
graph Corporation. 

(The document referred to was marked “Applicant’s 
Exhibit 30 for Identification, Dockets Nos. 3336, 3337 and 
3338.”) 

By Mr. Wharton: 

| 

Q. I show you Applicant’s Exhibit 30 for identification 
and ask you to identify if you can that exhibit a$ the cer¬ 
tificate of incorporation and bylaws of International Tele¬ 
phone & Telegraph Corporation, amended to May 8, 1935? 
A. That is correct, and there have been no subsequent 
amendments from May 8 to the present time. 
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Mr. Wharton: I offer Applicant’s Exhibit 30 for identi¬ 
fication in evidence. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 30, Dockets 3336, 3337 
and 3338,” and the same is filed with the transcript in the 
possession of the Commission.) 

Mr. Wharton: I now offer for identification Applicant’s 
Exhibit 31, certificate of incorporation and bylaws of the 
Postal Telegraph & Cable Corporation. 

1460 (The document referred to was marked “Appli¬ 
cant’s Exhibit No. 31 for identification, Dockets Nos. 
3336, 3337 and 3338.”) 

By Mr. Wharton: 

Q. I now show you Applicant’s Exhibit 31 for Identifi¬ 
cation and ask you as secretary to identify that as the cer¬ 
tificate of incorporation and bylaws of Postal Telegraph & 
Cable Corporation as amended May 8, 1935. A. Yes, I 
identify it, and there also have been no subsequent amend¬ 
ments to the certificate of incorporation or bylaws from 
May 8 to the present time. 

Mr. Wharton: I offer Applicant’s Exhibit 31 in evi¬ 
dence. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 31, Dockets Nos. 3336, 
3337 and 3338,” and the same is filed with the transcript in 
the possession of the Commission.) 

By Mr. Wharton: 

Ql Referring to Applicant’s Exhibit 30, certificate of in¬ 
corporation and by-laws of the International Telephone & 
Telegraph Corporation, will you turn to Article II, sec¬ 
tion 1 of the bylaws. What is the provision there as to 
the requirement of citizenship of the United States for mem¬ 
bers of the Board of Directors? A. The provision that is 
referred to is that at least three-quarters of the board of 
directors shall be citizens of the United States. 
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1461 Q. In the case of the International Telephone & 
Telegraph Corporation, are all of the directors of the 

corporation citizens of the United States? A. All but one. 
There is one foreign director, H. B. Orde, whcl is a Ca¬ 
nadian. 

Q. What is the total number of directors? A. The total 
number of directors is 23. 

Q. 22 out of 23 then are United States citizens? A. Yes. 

Q. Will you also turn to section 1 of Article II of the by¬ 
laws of the Postal Telegraph & Cable Corporation, Appli¬ 
cant’s Exhibit No. 31, and say whether that particular by¬ 
law provision contains a requirement similar to that to be 
found in the International Tel. & Tel. bylaws ?! A. That 
contains the same provision as the other which ^ read for 
the International Telephone & Telegraph. 

Q. Referring to Article III, section 1, of the bylaws, both 
of International Telephone & Telegraph Corporation and 
Postal Telegraph Corporation, the provisions of both by¬ 
laws provide, do they not, that no person may be an officer 
of these corporations unless he is a citizen of the United 
States ? A. That is the exact wording of the final sentence 
of section 1 of Article III of the bylaws. 

Q. I think you have testified that in the case of ihe Postal 
Telegraph & Cable Corporation, all of the officers of the 
corporation are citizens of the United States? A. 

1462 That is correct. j 

Q. In the case of the International Telephone & 
Telegraph Corporation, is the same true? A. Yes; all of 
the officers are citizens of the United States. 

Q. Will you refer, please, to Article XIII, section 2 of 
the bylaws of the International Telephone & telegraph 
Corporation, and also section 6, Article XIII, df the by¬ 
laws of that corporation? Article XIII provides, does it 
not, that in no instance shall the amount of stock owned of 
record by aliens as defined in section 1 of this Ajrticle, ex¬ 
ceed 1/5 of the total stock outstanding? A. Yds, that is 
the wording of the provision. 

Q. In the case of the Postal Corporation, i$ there a 
similar provision to the one I have just read? A. Yes, there 
is a similar provision. There is an identically worded pro¬ 
vision in the Postal bvlaws also. 
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Q. Will you turn to section 6, Article XIII of the by¬ 
laws of both corporations, and say whether the provisions 
of both such sections are identical? A. Yes, they contain 
a provision to the effect that if the stock records of the 
corporation shall at any time disclose one-fifth alien stock 
ownership, no transfers of shares of domestic record to 
aliens shall be made. 

Q. Pursuant to Article XIII of the bylaws, has any action 
been taken by the board of directors of the International 
Telephone & Telegraph Corporation? A. Yes; the 

1463 bylaws in section 2 provided that the ownership of 
record of shares and the nationality of transferees 

should be determined in conformity with regulations pre¬ 
scribed by the board of directors, and pursuant to that pro¬ 
vision of the bylaws, the board of directors adopted resolu¬ 
tions prescribing the method of determining the proportion 
of foreign ownership in acquiring certificates in case of 
transfer of ownership and provided for foreign share cer¬ 
tificates distinct from domestic share certificates. 

Q. I show you a copy of resolutions adopted by the Inter¬ 
national Telephone & Telegraph Company purporting to 
have been adopted by the board of directors on May 24, 
1935, and ask you if these copies are true and correct copies 
of the resolutions of the board which you have referred to ? 
A. Yes, they are. 

Mr. Wharton: I offer as Applicant’s Exhibit 32 certified 
copies in duplicate of resolutions adopted by the board of 
directors of International Telephone and Telegraph Cor¬ 
poration on May 24, 1935, in accordance with Article XIII, 
section 2, of the bylaws of that corporation. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked Applicant’s Exhibit No. 32, Dockets Nos. 3336, 
3337 and 3338,” and the same is filed with the transcript 
in the possession of the Commission.) 

1464 Bv Mr. Wharton: 

%> 

Q. Now as to Postal Telegraph & Cable Corporation. 
You have testified that the bylaws pertaining to the matter 
we have been discussing are similar in that corporation to 
what they are in the bylaws of the International Telephone 
& Telegraph Corporation? A. Yes. 
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Q. And has corresponding action been taken by the board 
of directors of the Postal Corporation? A. Yes, the same 
resolutions were adopted by the Postal board. 

Q. I now show you a certified copy of resolutions adopted 
by the board of directors of Postal Telegraph & Cable 
Corporation on May 24,1935, and ask you if this certificate 
is correct? A. Yes, it is. 

Mr. Wharton: I offer in duplicate certificate showing 
resolutions adopted by the board of directors of the Postal 
Telegraph & Cable Corporation on May 24, 1935. 

The Chairman: It will be received. 


(The document referred to was received in evidence, 
marked Applicant ’s Exhibit No. 33, Dockets 3336| 3337 and 
3338, ’ ’ and the same is filed with the transcript in the pos¬ 
session of the Commission.) 


By Mr. Wharton: 


Q. Have you any further evidence that you would like 
to give with respect to this question of restrictions on 
ownership of stock by Postal Corporation or International 
Corporation by aliens? A. In regard to tljie restric- 
1465 tions ? 

Q. In connection with this general subject here. A. 
I have here the number of shares, according to this pro¬ 
cedure which we adopted. The number of shares has never 
exceeded 16.75 per cent. 

Q. The number of foreign shares? A. That is the per¬ 
centage of the alien ownership from December 2,1935, down 
to January 23. It has varied commencing at 16.47 per 
cent and with minor fluctuations, so that on January 23 
the percentage of alien ownership is 16.61. 

Q. On the data that you have available there, what is 
the maximum percentage of foreign ownership as revealed 
by the records? A. I had stated that the ma ximum was 
16.75. | 

Q. For how long a period does that cover? A. This 
goes back to June 3,1935. 

Q. Unless you have any further testimony on that par¬ 
ticular phase, Mr. Ordway, I think I will proceed to another 
point. The record, pages 182 to 184, shows that applicant 
was asked to furnish certain information in connection with 
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the China Electric Company and certain associated mat¬ 
ters. You are secretary, are vou not, of the International 
Standard Electric Corporation, a Delaware corporation? 
A. Yes, I am. 

Q. What connection does China Electric Company, 

1466 Limited, have with the International Standard Elec¬ 
tric Corporation? A. Approximately 50 per cent of 

the stock of the China Electric Company is owned by Inter¬ 
national Standard Electric Corporation. The rest of the 
shares, approximately 50 per cent, are owned by the Minis¬ 
try of Communications of China. This situation has been 
so since 1918. A contract in 1917 was entered into between 
the Ministry of Communications and the Western Elec- 
trie Company providing that there should be an equal share 
ownership between those two parties, and the Western 
Electric Company assigned that contract to its foreign sub¬ 
sidiary, International Western Electric Company; and in 
the year 1925 International Telephone & Telegraph Cor¬ 
poration purchased International Western Electric Com¬ 
pany, the foreign manufacturing interests of the Western 
Electric Company, and the name of that corporation was 
changed to International Standard Electric Corporation, 
so that since that date, 1925, the International Telephone 
indirectly had approximately 50 per cent interest in the 
China Electric Company. 

Q. I did not hear the last. A. I said, since 1925 the 
International Telephone & Telegraph Company have been 
indirectly the owner of approximately 50 per cent of the 
stock of the China Electric Company. 

Q. The China Electric Company itself is a Delaware 
Corporation, is it not? A. It was organised in Delaware, 
yes. 

1467 Q. And it does business in China? A. Yes, in 
China. 

Q. On page 182 of the transcript the applicant was asked 
to furnish information on the question whether the Minis¬ 
ter of Communications of China was not the chairman of 
the board of directors of the China Electric Company. A. 
The Minister of Communications is not and I think never 
has been on the board of the China Electric Company. The 
Ministry of Communications, pursuant to this contract re¬ 
ferred to, or at least the contract which provides for even 
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stock ownership and because of that equal stock ownership, 
the Ministry of Communications has always appointed three 
members of the five members of the board of directors. 
One has, at least since 1921, been the Director] of Tele¬ 
phones, one has been some outside man, and the third ap¬ 
pointee of the Ministry has been some Chinese employee of 
the China Electric Company. 

Q. You spoke of the Director of Telephones, I mean 
the Director General of Telephones and Telegraphs. 

Q. You spoke of an even ownership between the Chinese 
Ministry and the Chinese Standard or International Stand¬ 
ard Electric Company. Isn’t there a slight majority held 
by the Chinese interests ? A. Some time—I have hot found 
out just when—the International Standard acquired 51 
and a fraction, so that there is approximately 50 per cent 
ownership, although the International Standard Corpora¬ 
tion has a slight majority. I have not been able to 
1468 find out just when or why that occurred. 

Q. On page 184 of the transcript, you were asked 
to find out whether the contract for the Mackay Ijtadio and 
Telegraph Company direct circuit to China was feigned by 
the Minister or member of his Ministry of Commijinications 
for China while he was holding—I am quoting from the 
record—“a lucrative position as chairman of the board of 
the China Electric Company, an I. T. & T. subsidiary”? 
A. The contract was signed by the Minister of Cojmmunica- 
tions, but as I stated before, the Minister of Cotnmuniea- 
tions was not on the board of the China Electric, and of 
course the Minister of Communications received no com¬ 
pensation from the China Electric. The two mefnbers on 
the board, the appointees of the Ministry of Coinmunica- 
tions, received compensation as the Director Gbneral of 
Telephones and Telegraphs, who is the chairman of the 
board, receives, and I think has for some time, for being 
on the board of directors, $1200 Mex. That is the equiva¬ 
lent of 29 cents, as I understand it, on the dollar, apd for be¬ 
ing on the executive committee of the company, $^400 Mex. 
The other Chinese appointee on the board gets $600 Mex. a 
year for serving on the board, and in addition to that, a 
slight percentage of the net profits that is distributed to 
the directors. Ten per cent of the total net earnings of 
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the corporation are set aside for employees and directors, 
and of this ten per cent of the net profits, all of the direc¬ 
tors get 20 per cent, the 20 per cent being on the ten 

1469 per cent, so that each of the representatives of the 
Ministry of Communications gets one-fifth of that 

amount, or four-tenths of one per cent of the total net earn¬ 
ings of the company. I had a calculation made, and the 
largest that this amount ever came to in any one year was 
$1712 in 1931. 

Q. That is Mexican dollars? A. That is Mexican. 

Q. That was the largest compensation received by any 
individual under that plan ? A. That is the largest since our 
records went back, to 1930. One year there was nothing 
because there was a net loss, and in 1934 there was a very 
small amount. That was the total amount that was re¬ 
ceived by any of the members of the Ministry of Communi¬ 
cations on the board of directors—the salarv that I referred 

* 

to as this proportion of the net profits. 

Q. There was another question on which we were asked 
to try to supply information, at page 184 on the record: 
“Whether immediately following the signing of the con¬ 
tract, the man who signed it resigned and left that por¬ 
tion of China.” Have you any information on that par¬ 
ticular inquiry? A. From the check which I made, the 
man who signed the 1932 contract was Chen Ming Shu, 
and he resigned in 1932 because of political differences with 
the other officials in connection with the Japanese trouble 
in Shanghai. The other contract in 1933, in which there 
were some—I think not substantial—modifications 

1470 of the earlier contract, was signed by a subsequent 
minister who I believe is still the Minister of China. 

I know the Director General appointed by him has continued 
to be the representative of the Ministry on the Board since 
1933. 

Q. Can you furnish for the record the name of the mini- 
ter who signed the supplemental contract of 1933? A. Yes, 
I have it here. Chu Chia Hua. 

Q. Have you any further statement to make in con¬ 
nection with these matters; if not, that is all the questions 
I have. A. That is all I have. 

The Chairman: Mr. Wozencraft? 
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Cross Examination 

I 

By Mr. Wozencraft: 

Q. Who was it who signed the first Maekay contract for 
China? A. I think it was Chen Ming Shu, if I remember 
correctly as to the name. 

Mr. Kern: Spell that for the reporter. 

The Witness. C-h-e-n M-i-n-g S-h-u. I 

By Mr. Wozencraft: 

Q. WTien was that signed? A. That was signed I think 
in 1932; I am not sure of the date. 

Q. And whatever the reason, the fact is that the man who 
did sign it, did resign very shortly after he signed the Mac- 
kay contract; is it not ? A. I am not sure just how 

1471 soon, but I am advised that he did resign ip 1932. 

Q. The same year? A. The same year, j 

Q. And that he did leave that portion of China? A. I did 
not receive any information with regard to whether he left 
that portion of China or not. 

Q. Just briefly and simply, the fact is that I. T. & T. and 
the Chinese Ministry are substantially in partnership in 
the operation of the China Electric Company? A. lYes, that 
is correct. 

Q. And that the representatives of the Chinese Govern¬ 
ment received in addition to other fees, a percentage of the 
net profits of the company? A. Yes. 

Q. The bigger the net profits, the more they received; 
is that right? A. Yes, that is correct. 

Q. And the more equipment the China Electric Company 
sells, the more the net profits of the company will be? A. 
Yes, that would be true. The commission is a vqry small 
percentage of the amount and it won’t amount to very much. 

Q. Do you know who the principal customer of t)ie China 
Electric Company is? A. I think the Ministry themselves 
have always been. They are originally interested in the 
contract. They originally owned the factory which 

1472 was turned in when they acquired part of the prop¬ 
erties over there. My understanding is that they al¬ 
ways have been very substantial customers. 

Q. You have testified at some length concerning different 
provisions of the bylaws of the International Telephone & 
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Telegraph Corporation, and the Postal Telegraph & Cable 
Corporation and resolutions adopted by the board of both 
companies, have you not? A. Yes, sir. 

Q. All of the provisions of the bylaws to which you have 
referred and all of the resolutions to which you have re¬ 
ferred were adopted after the Communications Act of 1934 
went into effect, were they not? A. Yes, that is true. They 
were adopted because of those provisions of the Communica¬ 
tions Act. 

Q. Before that time, the provisions of the bylaws were 
quite different? A. They did not contain the provisions I 
have referred to. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kimball? 

Mr. Kimball: No questions. 

The Chairman: Mr. Arnold? 

Mr. Arnold: No questions. 

The Chairman: Thank you, Mr. Ordway. 

(The Witness was excused.) 

1473 Mr. Kern: Yesterday, while I was cross-examining 
Mr. Winterbottom, I pointed out that the table which 
was attached to our reply to the questionnaire of the Com¬ 
mission which was submitted on December 14, Applicant’s 
Exhibit 21, had been prepared by our rate expert on the 
basis indicated on page 3, paragraph 11/1, which stated that 
naturally on the opening of a new circuit, it is impossible to 
estimate the total amount of business that could be obtained 
for that circuit. 

I further stated that in order to give as nearly accurate 
a picture as possible of the amount of traffic that would 
normally be expected, without additions due to the increase 
of facilities and to additional solicitation, and by preference 
of customers, we have prepared a table which is annexed 
hereto giving in the eastward direction the present Mackay 
radio traffic to Norway, and the present unrouted traffic of 
Commercial Cable Company to Norway; and in the west¬ 
ward direction the amount which it is estimated will be re¬ 
ceived pursuant to the terms of the traffic agreement. 

I also pointed out that without knowing the total amount 
exactly of the traffic from Norway, that estimate could not 
be accurate, but that we had used the figures of four mes- 
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sages eastward to three messages westward, in accordance 
with figures that were indicated in the Western Union ap¬ 
pearance. 

Upon obtaining the full information at this hearing, RCA 
figures and Western Union’s, it was necessary to 

1474 recalculate that table. Also I called attention to the 
fact that the table had not made deductions in making 

the division under the Norway contract for first zone traf¬ 
fic, and traffic beyond the first zone, which would be a pay¬ 
out before division with Norway. 

I am going to ask Mr. Buttner to testify as to t^iat under¬ 
standing, and then I will put our traffic expert ofi, the rate 
expert, who will show the proper calculations pursuant to 
that questionnaire of the Commission. 

I 

H. H. Buttner, previously sworn, called on behalf of the 
applicant, testified as follows: 

I 

Direct Examination 
By Mr. Kern: 

Q. What is the understanding with the Norwegian Ad¬ 
ministration as to the matter of pay-outs? Is it provided 
by the contract or is the contract silent on that ^omt, and 
was there any understanding with the Norwegians? A. 
Article 7 of the agreement provides for the method of pay¬ 
ment on a fifty-fifty basis after deduction of the out-pav- 
ments, and it was understood by all the parties fit the time 
of the discussion of the contract and subsequently, that that 
would he on exactly the same basis as the existing R. C. A. 
Communications, Inc. contract, which was known to me at 
the time on account of being published in the Federal Trade 
Commission report, and from my working of that without 
assistance, I might have had to make it clear and I thought 
everyone understood it, that after I left Norway, Mr. 

1475 Strand of the Department of Posts and Telegraphs, 
asked some questions of me through Mr. fTaranger, 

and wished me to confirm again that the method of division, 
50-50, was to be on exactly the same basis as the R. C. A. 
Communications, Inc. contract, and I advised him at that 
time, I think it was about the 12th of December, 1935, that 
it would be quite in order for him to tell the Administration 
on my behalf and on behalf of the company that that was 
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our understanding, and the Article 7, of the agreement, 
meant just that; in other words, that the 50-50 division for 
terminal traffic and transit traffic would take the same pay¬ 
outs into consideration as was done in the case of the RCA 
contracts. 

1476 Cross-Examination 

By Mr. Wozencraft: 

Q. Naturally, Mr. Buttner, you did not know what the 
R. C. A. pay-outs or division of tolls with Norway 

1477 were, did you? A. No. All I knew was what was 
published in the Federal Trade Commission report. 

Q. And of course there was nothing published there about 
the division of the tolls as to anv particular zone or anv 
pay-outs? A. That is right, but we had not yet submitted 
our rate sheets for all countries, and therefore there was 
no immediate need for me to know just what those were, as 
those were to be prepared in New York. The principle is 
all I knew. 

Q. Have you submitted those yet? A. Not yet. I under¬ 
stand that has not been submitted. 

Q. Is that to be a part of your contract with Norway? 
A. No, I believe not. It is usually not. It is something 
submitted after the contract, and those rate sheets are 
covered—that is the understanding upon which they are 
computed, is covered in the relevant article of the contract 
itself. 

Q. But the details are agreed to before the contract is 
signed of course, are they not? A. The principle is agreed 
to before the contract is signed. 

Q. Is not the question of the division of tolls about the 
most important part of the contract, and the matter of pay¬ 
outs? A. Yes, it is, and that is agreed to on the basis 

1478 of 50-50. That I believe is agreed to. 

Q. But the matter of pay-outs on the different 
zones has not yet been agreed to by you and Norway, is 
that right? A. I think as far as I know that the pay-outs 
for Norway itself and the first zone, New York, are known 
to both parties, and it is known that those will be divided in 
such a way that say on a westward telegram from New York, 
there wili be 60 gold centimes for each party and 50-50 
division. 
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Q. Do you know what the first zone payout in this country 
is from Norway? A. I used to know, but I don’t know what 
it is now on a gold basis. 

Q. Have you had any agreement with Norway specifically 
as to the amount of pay-outs of the different zones in this 
country? A. Yes, that is to be exactly as the present case 
with the existing contract with R. C. A. 

Q. With whom did you have that understanding? A. As 
I said before, Mr. Strand, who is the official in the depart¬ 
ment that has charge of that under the Postmaster General, 
asked if we would confirm again that that Article VII of 
our agreement could be interpreted as the same regarding 
those pay-outs as the R. C. A., contract. 

Q. Was Mr. Strand’s inquiry of you a request! for a con¬ 
firmation or was it a request for a statement as to your 
attitude? A. It was just a request for my inter- 
1479 pretation of that paragraph which I thought when 
I left there had been understood thoroughly by both 
parties. 

Q. The request for your interpretation. SinOe you sent 
him your interpretation, has he indicated to you his ac¬ 
ceptance of your interpretation? A. No, sir, it was not a 
question of my interpretation. Rather there was nothing 
further for me to do but simply to advise them if it was our 
understanding that it was the same as the R. C. A. contract, 
and I told him it was. 

Q. Is it the Mackay Radio Company or the Postal Tele¬ 
graph Company that establishes out-pavments iri the United 
States? A. I don’t know. j 

Mr. Wozencraft: That is all. 

i 

Cross-Examination i 

i 

By Mr. Kimball: 

Q. Has the Norwegian Government made a counter-pro¬ 
posal to you yet? A. Have they made what? i 

Q. A counter-proposal on the question of pay-outs? A. 
No, I think that is the last word. 

Q. You might expect one, might you not, according to the 
practice of those foreign governments? A. Absolutely not. 
That matter is entirely settled. 

Mr. Kimball: That is all. 


i 
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Mr. Kern: I ask that the record show that the witness is a 
little hard of hearing, inasmuch as on the preliminary 

1480 examinations there was a misunderstanding of a cer¬ 
tain question, and I think it is only fair in reading the 

record to have that fact known. 

The Chairman: The record will so show now. 

Cross-Examination 
By Mr. Kennedy: 

Q. Why is it that the pay-outs are not made as a part of 
the contract? A. Why is it? 

Q. Yes. A. It has not been customarv in anv contracts 
we have made in the past. After our contracts are finished 
and signed as to the detail, we ask to submit detailed rate 
sheets and those are generally done afterwards, because 
they for one thing have to be done in New York. The data 
necessary to compile all of this is not available to me, and 
in the case of the contracts which we made in Hungarv and 
in Austria and in Czechoslovakia and for South America 
and Vatican Citv, that was alwavs done afterwards. Once 
the principle was agreed upon the rate sheets were made 
later. 

Q. Is not the principal reason to leave it out so that pay¬ 
outs can be changed without having to draw a new con- 
tract? A. I don’t know; I don’t think it is. I think it is 
just a matter of convenience and a matter of having avail¬ 
able all the necessary data. I don’t know of any instance 
where the pay-outs have been changed once the principle 
was established. 

1481 Mr. Kennedy: That is all. 

Recross-Examination 

Bv Mr. Kimball: 

Q. If it is the practice to settle the pay-outs after the 
contract is signed, and this contract has not been signed, 
how can you say that the question of payouts is fixed? A. 
The fact that the contract has not been signed, I think is 
more or less in the same category as that the contract has 
not been approved by the Federal Communications Com¬ 
mission, but I think the principle upon which we are going 
to calculate those pay-outs, if and when the contract is ap- 
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proved by this Commission and if and when the minister, 
which he will certainly do as soon as the Commission ap¬ 
proved the contract, signs the contract, then the principle is 
already established for the calculation of the pay-outs and 
it is only a routine matter to be done by people that have the 
data available, which I have not got. 

Mr. Kimball: That is all. 

The Chairman: Thank you, Mr. Buttner. 


(Witness excused.) 

Mr. Kern: I will call Mr. Rauh. 


Frederick Rauh was called as a witness in rebuttal on be¬ 
half of the applicant and, having been first duly sworn, testi¬ 
fied as follows: 

I 

Direct Examination 

I 

1482 By Mr. Kern: j 

0 

Q. What is your position, Mr. Rauh? A. Supervisor of 
tariffs. j 

Q. Of what company? A. I am in the employ of the 
Commercial Cable Company, but the department I am in 
also handles the tariffs of Mackav Radio. 

Q. And Postal Telegraph? A. And Postal (Telegraph. 

Q. Mr. Rauh, you have prepared the table that was an¬ 
nexed to the letter of Mackav Radio Company submitted in 
reply to the Commission’s questionnaire of December 14, 
1935, did you not, and which has been placed in the record 
as Applicant’s Exhibit 21? A. I did in part. 

Q. The table, though, was prepared under your super¬ 
vision to the extent that you did not prepare it? A. It was. 

Q. That table as stated in the letter to the Commission, 
of Mackav Radio in the response of Mackay Radio, our Ex¬ 
hibit 21, that it was not an estimate of the amount of traf¬ 
fic that was expected could be developed, but was j merely an 
estimate based on certain assumptions set forth in the re¬ 
sponse that we made, is that not true? A. That is right. 

Q. What were those assumptions? A. That the east¬ 
ward traffic would be the same as the current volume of the 
combined Mackay Radio, Commercial Cable Company, and 
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that the return traffic that might be expected would he as 
previously established, three westward messages for 

1483 every four westward messages. On that basis, we 
made our calculations of the return traffic. 

Q. Since you have been at this hearing and have seen the 
traffic statistics of all of the communications companies 
doing business with Norway, have you had reason to revise 
that table? A. We have. 

Q. And also since Mr. Buttner returned, have you had 
additional information—let me ask you this way. Now why 
did you on your table not show a pay-out on the first zone 
and other zones? A. Because we did not know that the 
R. C. A. deducted a 15 centime zone one transit tax on 
traffic that goes to other zones in the United States. We 
had no knowledge of that. 

Q. And the Commercial Cable Company did not do it on 
theirs, either? A. No. 

Q. You are not accustomed to showing that? A. No. 

Q. When did you first hear of the fact that the pay-outs 
are exactly the same as the R. C. A. payouts? A. I heard 
that here from Mr. Buttner. 

Q. Have you a new table prepared, therefore, giving ef¬ 
fect to the information you have obtained at this hearing? 
A. I have. 

Q. I show you table, Applicant’s Exhibit 34 for identi¬ 
fication, consisting of four typewritten pages, en- 

1484 titled “Based on C. C. C. and M. R. T. traffic and 
contract with Norway with figures for return traffic 

based on total volume, R. C. A. and C. C. C. traffic.” And 
I ask you if this table that you have prepared has a con¬ 
nection to the table that was set forth in the response of the 
Mackav Radio, Mackay Radio Exhibit No. 21? A. That is 
right. 

Mr. Kern: I offer that in evidence as our Exhibit 34. 

The Chairman: I suggest at this point that you take a 
recess, and you can examine this table over the evening. 

We shall recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:45 o’clock p. m., a recess was taken un¬ 
til tomorrow, Tuesday, January 28,1936, at 10 o’clock a. m.) 
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